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NATIONAL HOUSING OUTLOOK 


Executive 


‘in 1995, total housing starts fell 28 per 
rent to a low level of 110,933 units. 
The rate of decline was similar for 
single-detached dwellings and multiple 
inits. In the existing home market, 
1owever, units sales through the MLS* 
system posted a smaller drop, of 13 per 
cent, to 262,249 units. 

Falling mortgage rates could not 
offset several forces that lowered con- 
sumer confidence: job creation faltered 
during the first half of the year, there 
were minimal income gains, and job 
prospects were uncertain in the public 
and private sector. The resulting slow 
housing demand pulled down prices of 
existing homes, and offered fierce com- 
petition for the new market. 

The outlook for housing in 1996 and 
1997 reflects favourable mortgage financ- 
ing costs but only a moderate economic 
expansion, high vacancy rates and low 
demographic pressure. The current low 
mortgage rates combine with moderate 
price levels to make home ownership the 
most affordable in 25 years. Mortgage 
rates should stay low through most of this 
year, but they are expected to rise gradu- 
ally in 1997. The uptrend will reflect 
higher rates in the U.S. as a result of a 
stronger economy there. 

Canadian economic activity, follow- 
ing its hesitant pace of the second half 
of 1995 and early 1996, should advance 
moderately later in 1996 and in 1997. 

On the demographic side, two 
factors are at work. Canada’s adult 
population is growing more slowly 
than in the early1990s as immigration 
levels have dropped. In addition, house- 
hold and family formation by young 
adults is being delayed in response to 
limited job prospects. These trends con- 
tribute to lower housing demand for 
rental apartments and condominium 
units, and guarantee a slow takeup of 
those types of housing. The rental 


* 


Multiple Listing Service (MLS) is a registered 
certification mark owned by the Canadian Real 
Estate Association. 


Summary 


vacancy rate is expected to fall in 1996, 
but should remain above the equilib- 
rium point needed to stimulate rental 
construction. 

As a result, total housing starts are ex- 
pected to stay low this year, at 111,000 
units. A double-digit increase in starts of 
single-detached dwellings, to 71,800 
units, will be just large enough to offset 
a further reduction in construction of 
multiples, to 39,300 units. In 1997, a 
moderate recovery in both types of con- 
struction will lift total starts to 117,500 
units. Home sales on the existing market 
will be up slightly both this year and 
next, and home prices will firm up in 
most local markets. 


NEWFOUNDLAND 


Significant reductions in Hibernia- 
related spending and additional govern- 
ment cutbacks will lead the provincial 
economy in a period of decline over 
the next two years. Cushioning the de- 
cline will be some gains in mining, 
tourism and fishing. The outcome will 
be employment losses, high levels of 
migration out of the province and popu- 
lation declines. All these factors, com- 
bined with ongoing competition from 
the existing homes market, will result 
in fewer single-detached starts. Lower 
levels are also forecast for multiple- 
unit construction this year because of 
high inventories of new two-apartment 
units and an oversupply of rental hous- 
ing in larger projects. 

Total housing starts should fall from 
1,712 in 1995 to 1,575 this year, with a 
further reduction to 1,550 in 1997. 
Multiple-unit construction is expected 
to turn around next year, while single- 
detached construction will fall both this 
year and next. 


PRINCE EDWARD 
ISLAND 

Construction of the fixed link will 
dominate the economic picture over 
the next two years, boosting provincial 


economic activity. But this is a tempo- 
rary project, which tends to overstate 
the strength of the provincial economy. 
More fundamentally, employment is de- 
clining in Charlottetown, and tourism 
and the potato industries have had two 
record years in a row, a performance 
that will be difficult to sustain. In this 
environment, the housing starts fore- 
cast reflects a stable market that unfor- 
tunately is occurring at a low point for 
home building. 

Housing starts this year are expected 
to remain near the 1995 level at 425 
units, and to decline slightly to 410 in 
1997. Both single and multiple-unit con- 
struction will show a stable profile. 


NOVA SCOTIA 


The Nova Scotia economy is expected 
to keep running in low gear as consum- 
ers remain uncertain about government 
restraint measures and poor employ- 
ment prospects. Hesitant home buyers 
will ensure the continuation of a 
buyer’s market. Sales activity and new 
construction are concentrated in the af- 
fordable price ranges. In the rental mar- 
ket, high construction activity in Metro 
Halifax and slow occupancy have 
pushed vacancy rates higher and will 
hold down rental construction. 

New construction is expected to 
drop to 3,800 units this year, almost 
nine per cent fewer than in 1995. A 
moderate increase, to 4,000 units, is 
forecast for 1997. Although single and 
multiple-unit construction share this 
profile, single-detached construction 
will show more stability. 


NEW BRUNSWICK 


The province’s resource industries, 
forestry and mining, will again post a 
strong year in 1996. However, ship- 
building in Saint John is facing the 
prospects of a total shutdown. Services 
will be struggling, with public sector 
cutbacks. In short, employment will be 
expanding more modestly than in 1995 
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and job uncertainty will keep con- 
sumers and home buyers cautious. 
Although the existing home market 
should fare better than new construc- 
tion, neither sector will reach its 
potential in 1996. 

New construction, helped by falling 
mortgage rates and an affordable mar- 
ket, will increase by 6.5 per cent to 
2,450 units this year, with a further 
advance to 2,800 units next year. This 
year’s increased activity will be concen- 
trated in single-detached construction, 
while multiple construction will remain 
close to 1995’s low levels. 


QUEBEC 


Several forces will act to limit housing 
construction in the province. First, 
modest economic growth and restruc- 
turing will cut payrolls in large private 
sector companies and the public sector. 
The resulting tough job market will 
stem consumer buying plans for big 
ticket items, including homes. Second, 
the rental housing market faces low 
demand, as immigration levels are now 
much lower than they have been dur- 
ing the past decade. Finally, surpluses 
on the rental and condominium mar- 
kets will keep construction low in 
those sectors. 

Housing starts in the province will 
hold at 22,200 this year and 23,100 in 
1997, only slightly more than in 1995. 
Any recovery will be limited to single- 
detached homes and other ownership 
products, such as semi-detached dwell- 
ings and row houses. 


ONTARIO 


Ontario’s pace of economic expansion 
will slow down this year as fiscal tight- 
ening at all levels of government will 
dampen private sector job creation. 
Activity should pick up somewhat in 
1997, when the goods-producing indus- 
tries of the province benefit from 
stronger economic growth. This year’s 
slow expansion in the economy and 
job market will limit the positive im- 
pact of low carrying costs on home 
ownership demand. Throughout the 
forecast period, international migration 
to the province is expected at higher 
levels, but the impact on housing 
demand will be limited. 


> 


Total housing starts are expected to 
rise nearly nine percent, to 39,000 
units. Single-detached construction will 
account for all of the increase. In con- 
trast, lower rental starts will contribute 
to a further drop in multiple-unit con- 
struction. For 1997, construction should 
reach 41,000 units, with both types of 
units recording some increase. 


MANITOBA 


While agriculture, manufacturing and 
resource industries continue to bolster 
the economy, public sector cutbacks 
will restrain overall economic growth 
levels and keep consumers cautious. 
This will partly offset the impact of 
affordable prices and low mortgage 
rates. As a result, sales of existing 
homes will experience only a slight 
comeback over the forecast period. 
The oversupply of new homes will 
delay recovery in Winnipeg until later 
this year. Similarly, new rental con- 
struction will be hampered by high 
apartment vacancies. 

Total housing starts should increase 
9.5 per cent this year, to 2,150 units, 
and reach 2,450 units in 1997. Both 
single-detached and multiple construc- 
tion will post higher activity in 1996 
and 1997. 


SASKATCHEWAN 


Saskatchewan’s economy and housing 
markets present a paradox.The prov- 
ince’s core sectors, agriculture and 
resources, are enjoying strong sales 
and good price conditions on world 
markets but housing activity remains 
low. The key is that resource industries 
create few new jobs, and the prov- 


- ince’s population is stable and aging. 


In 1995, there were higher average 
prices in the persistently tight resale 
market. Demand for new single- 
detached units has come mainly from 
move-up buyers. However, better 
resale prices will close the price gap 
between new and resale units. This 
will improve demand prospects for 
new starter homes. 

For 1996 and 1997, total housing 
starts in the province are expected to 
remain stable, at a relatively low 1,700 
units, the same level as in 1995. As 
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well, the mix between single and multi- 
ple starts will stay fairly constant. 


ALBERTA 


The province’s economy will see 
modest improvement over the next two 
years. A low Canadian dollar and 
strong U.S. economy will continue to 
support strong export growth and 
manufacturing. The energy sector will 
stay healthy, although drilling activity 
will be reduced and prices will remain 
low. The spending plans of consumers, 
however, will remain hampered by pub- 
lic and private sector restructuring, and 
this will be reflected in housing mar- 
kets. In particular, slow sales and 
surplus inventories will keep new 
construction fairly stable this year 

and next. 

Total housing starts are expected to 
edge up 3.0 per cent tol14,300 units this 
year, with another slight increase to 
14,900 units in 1997. This year’s in- 
crease will be thanks to an 11 per cent 
jump in single-detached construction. 
Starts of multiple units, both rental 
apartments and condominiums, will 
drop nearly 20 per cent because of high 
vacancies and large inventories. 


BRITISH COLUMBIA 


The B.C. economy is growing more 
slowly: exports have dropped off and 
domestic demand is beginning to lan- 
guish. As a result, employment growth 
is slowing down and the province is 
seeing a smaller influx of immigrants. 
Housing is directly affected by these 
reduced flows: fewer sales occur, rent- 
al demand grows more slowly and new 
construction requirements drop. These 
conditions have worked to bring prices 
down across the spectrum of housing 
products. 

New construction should drop 14 
per cent this year, to 23,400 units. Next 
year, it is expected to recover to 25,600 
units. This pattern reflects an expected 
drop of nearly a third in condominium 
starts this year as a result of large inven- 
tories and slow demand. New single- 
detached construction should be up by 
around 10 per cent this year and next 
because better mortgage rates and 
lower prices make housing more 
affordable. @ 
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Canada 


— by Gilles Proulx 
and Michel Laurence 


A disappointing year 

For home builders and the home 

building industry, 1995 was a disap- 

pointing year. Total housing starts 

fell 28 per cent, to 110,933 units, 

the lowest construction level in 35 

_ years. Both single and multiple unit 
construction recorded similar per- 

centage declines, to 64,425 and 

- 46,508 units respectively. 


tesale market cools off... new 
onstruction remains low 

fousing starts and residential MLS 
ales — Canada 
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Although mortgage costs began 
to drop early in 1995, the economy 
remained at a standstill through the 
first half of year and recovered only 
hesitantly during the second half. 
These conditions hurt consumer con- 
fidence and housing demand. 


While the resale market re- 
bounded as soon as mortgage costs 
retreated, there were too many sell- 
ers for each prospective buyer on 
most markets. The sales-to-new- 
listings ratio was low and prices of 
existing homes slumped. In total, 
sales through the MLS system fell 
13.4 per cent, to 262,249 units, 
while average prices eased 5.1 per 
cent to $150,713 as a result of less 
activity in high price markets and 
soft prices in most local markets. 


Soft prices on the resale market 
created powerful competition for 
newly built homes. In order to face 
this competition, builders com- 
pressed their margins, closely moni- 
tored their costs for labour and 
materials, and lowered the price of 
new homes by 1.2 per cent, as meas- 
ured by the New House Price Index. 
This was not enough to match devel- 
opments on the resale market and 
represented a major cause for the 
sharper drop in new construction 
activity. 
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At the end of the year, the key 
components of the housing market 
were sending mixed signals. Starts 
of single-detached dwellings were 
inching up, mainly as a result of 
stronger demand in smaller centres 
and rural areas. An affordable mar- 
ket and leaner inventories were also 
helping new construction. From the 
third to the fourth quarter, the rate 
of starts rose from 61,400 to 66,800 
units on a seasonally adjusted 
annual rate basis (SAAR). 


In contrast, multiple unit con- 
struction, mostly rental apartments 
and condominiums, remained weak 
at 44,300 units SAAR, only 1,000 
more than the third quarter rate. 
High vacancy rates on the rental 
market, large inventories of new un- 
sold condominiums and low social 
housing construction were the main 
factors delaying any rebound. 


As for the resale market, activity 
cooled down during the fourth quar- 
ter following a strong rebound at 
mid year. Sales fell 11.3 per cent, to 
an annual rate of 265,800 units, 
from a third quarter level of 
299,700. Prices remained weak al- 
though there were signs of firming 
up as fewer new listings helped 
restore better balance to the market. 


1996-97 Outlook 


Will consumers seize 
rare buying 
opportunity? 

A golden rule of successful invest- 
ing is to buy low. The housing mar- 
ket now offers this rare opportunity 
to prospective first-time buyers. In- 
deed, the market has not been this 
affordable since 1970, according to 
CMHC’s Affordability Indicator. 
The year 1996 begins with very 
moderate price levels both on the 
existing and the new market. Added 
to this are three rounds of mortgage 
rate cuts in the opening weeks of 
the year and eager lenders ready to 
offer discounts from posted rates, 
something unheard of a few years 
ago. 


Moreover, the economy emerged 
from the pause of the first half of 
1995 by avoiding the recession that 
many had feared. There were moder- 
ate gains in employment during the 
second half of year. 


All this would normally fuel 
home buying and consumer spend- 
ing on big ticket items. But so far, 
things have turned out differently. 
The key factor is that consumers re- 
main excessively cautious: job pros- 
pects appear uncertain to many, as a 
result of public sector cutbacks and 
more cost cutting by the private 
sector. In confirmation of this, the 
index of consumer attitudes moni- 
tored by the Conference Board of 
Canada fell 10 per cent during the 
fourth quarter of 1995, to its lowest 
level since the 1991 recession. 


Moderate economic 
expansion and slow 
population growth 
Following its hesitant pace of the 
second half of 1995 and early 1996, 
the economy should advance more 


convincingly later in 1996 and in 
1997. The primary driving force 
will remain the export sectors of the 
economy, reflecting better 
economic growth in the U.S. and 
overseas and the strong competitive 


" position of Canadian industries. 


Business investment is also 
expected to remain a positive ele- 
ment due to excellent profitability, 
the pressure to modernize and the 
export selling drive. 


As employment trends become 
more favourable, consumers are 
expected to emerge gradually from 
their current mood. No upbeat turn, 
but a step in the right direction. The 
public sector will remain a major 
source of drag on the economy as 
public finances are steered toward 
balance. In total, the economy is 
expected to expand by 2.0 per cent 
this year and 2.7 per cent in 1997. 
Total employment should be up 
1.1 per cent this year and 1.3 per 
cent in 1997, 


Mortgage interest rates are 
expected to edge further lower from 
their mid-February level of 6.50 
and 7.80 per cent for the one- and 
five-year rates, and should remain 
low through most of 1996. In 1997, 
however, a stronger economy, espe- 
cially in the U.S., should push 
interest rates moderately higher. 
Mortgage rates will follow in tan- 
dem and the five-year mortgage rate 
is expected to average 9.25 per cent 
in 1997 compared to 7.7 per cent in 
1996: 


Population trends are contribut- 
ing to slower growth in housing 
requirements. Total net migration 
recovered in 1995, mainly on the 
strength of a larger contingent of 
non-permanent residents. But the av- 
erage for the two year period 1994- 
95 was only 156,000 persons, much 
less than the 203,000 of the preced- 
ing two years. And it is forecast to 
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Low mortgage rates in 1996 


(in %) 
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SOURCES: Bank of Canada; 1 996-97 CMHC forecast. 


settle at around 168,000 for 1996 
and 1997, only marginally more. As 
a result, the growth of the adult 
population will remain close to the 
lower levels of the last two years. 


Trends in the crucial young adult 
population remain unfavourable: 
this age group is smaller than its 
predecessor and is thus producing 
less demand in the rental market. 
Moreover, the extremely low levels 
of current rental demand suggest 
that this group is forming house- 
holds later than previous genera- 
tions, likely because of limited 
employment prospects. 


Steady housing outlook 
Despite a moderate economic expan- 
sion and low mortgage rates, total 
housing starts this year are expected 
to remain unchanged from last 
year’s level, at 111,000 units. This 
outlook reflects low demographic 
pressure and, more important, shift- 
ing attitudes as many young adults 
delay the formation of households 


With very small price increases, 
homes will continue to be afford- 
able. In 1996, the average price for 
MLS transactions is forecast to be 
up in most provinces, but by less 
than two per cent everywhere. In 


decrease is the result of several 
factors mentioned above in relation 
to demographic trends and excess 
supplies. High vacancy rates in 
most local markets make it difficult 
for new projects to compete with 


.. and lower prices make 
1ome buying more affordable 
Annual percentage price change for 
ew (NHPI) and existing homes 
MLS) — Canada 


SOURCES: Canadian Real Estate Association, 
Statistics Canada; 1996-97 CMHC forecast. 
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and families. As well, consumers 

are showing weak confidence in the 
face of uncertain job prospects and 
are less attracted to housing as an in- 
vestment. Finally, excess supplies 
persist for rental apartments and 
condominiums. In 1997, total starts 
are expected to be only moderately 
higher, at 117,500 units. 


Even in this environment, how- 
ever, the combination of moderate 
economic growth and lower mort- 
gage costs points to some further 
gains in the resale market, espe- 
cially as we get into spring, the best 
home selling season. Sales through 
the MLS system are expected to 
reach 282,000 units, an increase of 
7.5 per cent over the 1995 level. A 
further advance is forecast for 1997, 
when stronger economic fundamen- 
tals will work to offset the impact 
of the uptrend in mortgage interest 
rates. 


B.C., continuing market correction 
and a shift in market activity will 
pull the average price down by a 
further 6.7 per cent. Price changes 
are also limited in the new home 
market, with the average down by 
0.2 per cent this year. 


The market for single-detached 
homes should expand in 1996 and 
1997. With recent drops in mort- 
gage costs and somewhat leaner in- 
ventories, the short-term positive 
trends already evident in this mar- 
ket should continue. In some urban 
centres, home buyers should also 
find the new market somewhat 
more attractive than resales. This 
will be the case where stronger de- 
mand is reducing choice and raising 
prices for existing homes. Market 
gains, however, will remain modest 
because of low consumer confi- 
dence. We expect single-detached 
starts to rise 11.4 per cent to 71,800 
units this year, with a further ad- 
vance to 76,100 units in 1997. 

First-time buyers are expected to 
remain an important factor in the 
single-detached market. There 
should also be some move-up buy- 
ing as a result of the firmer tone of 
the resale market since mid-1995. 
Builders, however, should expect 
many of those experienced buyers 
to remain very cautious and value- 
conscious. Many of them have built 
up little equity, and they are moving 
up mainly because of need: they 
work at home or the family is grow- 


ing up. 


In contrast, multiple-unit con- 
struction has not yet bottomed out. 
Total level of starts is expected to 
drop further this year to 39,300, or 
15.5 per cent less than in 1995. This 
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rent levels prevailing on the market. 
As well, large condominium inven- 
tories, particularly in western metro 
areas, and high volumes still under 
construction make marketing and 
financing of new projects difficult 
and will cut starts levels signifi- 
cantly this year. 


For 1997, construction of multi- 
ple units is expected to recover 
moderately to 41,400 units, mainly 
as a result of more condominium 
construction. 


Stronger prospects in 
Ontario 
Among the large regional markets, 
Ontario is forecast to enjoy the 
most significant recovery in new 
construction this year and next, 
mainly due to the strength of its re- 
gional economy, higher migration 
and a market already closer to 
balance with relatively low invento- 
ries. Construction of single- 
detached units should be up by 
more than 20 per cent this year. 
The Prairie region should also 
perform relatively well mainly as a 
result of higher activity in Alberta 
and Manitoba. In the Quebec mar- 
ket, activity is expected to remain 
very weak due to slow demand. 
Construction will fall further in 
British Columbia because of the 
current surplus of multiple units. 
In the Atlantic region, only New 
Brunswick is expected to see a sig- 
nificant recovery in new construc- 
tion. On the resale market, some of 
the best rebound in sales volume 
will be in Alberta and British 
Columbia. @ 


Large supplies bring multiples down again in 1996 


Multiple supply review by region 


B.C. Prairies Ontario Quebec Atlantic 

Rental market in metro areas 

Vacancy rate — 1.6% 5.9% 1.9% 6.3% 8.2% 

October 1995 

1994-95 Trend Up Down Down Down Up 
Row and apartment inventory in urban centres 

Year-end level as a % 32.3% 48.2% 20.8% 32.4% 15.0% 

of 1995 absorbed units 

1994-95 Trend Up Up Down Down Up 
Multiple starts 

1995-96 change -31.5% -14.1%  -7.6% -2.4% -14.5% 


SOURCE: CMHC 


New single construction up but multiples still 


shrinking 


Single-detached : 
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Condo 


95 96 
{4 Other 


Urban rentals, condos and other multiples 


SM 


Two key measures define the 
supply-demand balance for 
multiples: rental vacancy rates 
and unsold inventory 

of new units, mainly condo- 
miniums. 


The picture varies across 
regions but all show overall 
surpluses leading to lower 
starts for 1996. 


The largest drop expected is 
for British Columbia: both 
inventories and the vacancy 
rate are up. The latter is still 
low, below the 3% level indi- 
cating a balanced rental mar- 
ket. But the outlook is for 
lower in-migration, which re- 
duces multiples demand. 


Very large and rising invento- 
ries weigh on the Prairie out- 
look. The regional vacancy 
rate remains too high although 
it has declined in the last year. 


In Ontario, a moderate decline 
is expected. Rental vacancies 
and inventories are low and 
improving, but the volume un- 
der construction was up at the 
end of 1995. 


Only a marginal decline is ex- 
pected in Quebec: surpluses, 
although still excessive, came 
down sharply in 1995, and 
very small volumes are under 
construction. 


In the Atlantic region, a high 
and rising vacancy rate is the 
main reason for the expected 
drop in 1996 starts. 


As the charts illustrate, only 
single-detached starts should 
be up this year. 


Highlights 


®™ Housing starts maintain 
downward trend 


m Existing homes market poised 
for modest recovery 


# Rental market remains 
oversupplied 


Housing starts hit 30 
year low in 1995 

Despite higher employment and 
favourable interest rates, provincial 
housing starts fell to their lowest level 
in 30 years in 1995. Concerns over job 
security, increased migration out of the 
province and competition from the ex- 
isting homes market were the major 
factors in the decline in residential con- 
struction. Activity during the fourth 
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Newfoundland 


by Mac Woodman and Brian Martin 


PROVINCIAL HOUSING OUTLOOKS 


quarter remained weak, particularly 
in urban areas. Single-detached starts 
fell almost 20 per cent last year, main- 
taining a downward trend which 
began in 1990. With vacancy rates 
hovering in the 10 per cent range, 
multiple unit starts fell by more than 
30 per cent from a year earlier. 

Existing home sales also retreated 
last year as job worries kept many 
potential home buyers on the side- 
lines. An upturn in sales during the 
early fall did not carry through to 
year-end as the threat of further 
government cutbacks heightened job 
concerns. Sales declines were wide- 
spread, with both the St. John’s and 
central Newfoundland resale markets 
posting fewer MLS sales last year. 
Oversupply and reduced demand 
combined to drag the average provin- 
cial MLS house price down by more 
than 2 per cent in 1995. 


1996-97 Outlook 


Economic slump in the 
near term 

Following modest growth in 1995, 
the provincial economy is expected 
to enter a period of decline over the 
next two years. Significant reductions 
in Hibernia-related spending and ad- 
ditional government cutbacks will be 
the main contributors to the decline. 
These will more than offset gains in 
mining and tourism with economic 
growth forecast to fall 2.0 per cent in 
1996 and edge down a further 1.5 per 
cent in 1997. Prospects for a robust 
recovery are much brighter in 1998 
and beyond. 


Despite the continued moratorium 
on key groundfish stocks, the fishing 
industry is forecast to post modest 
growth in 1996 and 1997, largely on 
the strength of crab landings and 
increased aquaculture production. 

Spinoffs flowing from the 
Hibernia project will fall sharply over 
the next two years as the project 
moves towards its production phase. 
Direct expenditures on the project 
will be cut in half in 1996, with 
further reductions next year. Direct 
employment on the project will 
decline by more than 4,000 person 
years in 1996 and 1997. On the up 
side, activity related to the produc- 
tion phase of Hibernia and expendi- 
tures associated with the initial stages 
of the Terra Nova oil field will help 
to cushion the blow. Oil exploration 
activities on the province’s west coast 
will also provide some economic 
benefits in the near term. 

Mineral exploration prompted by 
the Voisey’s Bay discovery and the 
expected start-up of a number of 
smaller mines will contribute to 
healthy gains in the mining industry 
over the next two years. Longer term 
prospects are even brighter once 
Voisey’s Bay commences full scale pro- 
duction. Recent announcements indi- 
cate that nickel reserves at Voisey’s 
Bay are significantly larger than origi- 
nal estimates and are more than ade- 
quate to support a smelter. Should 
construction of a smelter proceed, both 
long term employment and associated 
development expenditures on Voisey’s 
Bay would be greatly enhanced. The 
iron ore and newsprint industries are 
also expected to perform well in 1996 
and 1997. 
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Job losses on the Hibernia project 
and cutbacks in government spending 
will lead to lower employment in 
each of the next two years. Consumer 
uncertainty and stagnant income 
growth will also have an adverse 
effect on retail sales. Accordingly, 
employment is forecast to decline by 
2.0 per cent in 1996 and by an 
additional 1.0 per cent in 1997. High 
unemployment coupled with a signifi- 
cant decrease in the number of 
persons receiving fishery support 
payments will prompt more individu- 
als to leave the province. This outmi- 
gration will serve to reduce the size 
of the labour force, and limit the rise 
in the unemployment rate to between 
19 and 20 per cent. 


Economic downturn 
limits housing starts 
Population decline stemming from 
high levels of migration away from 
the province will constrain residential 
construction over the next two years. 
Rising debt loads and stagnant in- 
come growth will also limit the abil- 
ity of individuals to buy new homes. 
These factors, combined with ongo- 
ing competition from the existing 
homes market, are expected to 
weaken demand for new single- 
detached homes. Multiple unit con- 
struction, which has been heavily 
concentrated in two-apartment homes 
in recent years, is also forecast at 
lower levels in 1996. High invento- 
ries of new two-apartment units and 
an oversupply of rental housing, par- 
ticularly in larger projects, will also 
discourage multiple unit construction. 

Underlying weakness in the 
housing market will force many 
builders to once again abandon specu- 
lative construction activity. An 
increase in the supply of housing 
targeted to the fifty-plus market will 
provide a modest boost to multiple 
starts in 1997. Total housing starts 
are forecast to decline to 1,575 
homes in 1996 and to fall slightly to 
1,550 units in 1997. 


Resale market to 
benefit from 
competitive edge 

An abundant supply of lower priced 
housing will attract more people to the 


- existing homes market in both 1996 


and 1997. Price declines throughout 
the resale market in recent years have 
served to widen the gap in cost 
between existing and new housing. 
The cost advantage associated with the 
purchase of an existing home will con- 
tinue to provide a competitive edge to 
the resale market. This, combined with 
lower interest rates, will boost provin- 
cial MLS sales to 1,725 units in 1996. 
Demand for existing homes will im- 
prove again in 1997, with MLS sales 
forecast at 1,775 units. The rise in sales 
activity next year will come in the 
second half, reflecting renewed confi- 
dence in the province’s economic 
outlook. MLS sales in central 
Newfoundland are expected to remain 
stable, accounting for about five per 
cent of the provincial total. Increased 
sales of higher priced homes will sup- 
port a modest rise in the average MLS 
house price in each of the next two 
years. 


High vacancy rates to 
persist 

Weakness in the economy, reductions 
in student enrollment and outmigra- 
tion of Hibernia personnel will 
maintain vacancy rates at high levels 
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in the St. John’s region. New 
construction of two-apartment homes 
will contribute to further oversupply 
in the rental market and maintain 
fierce competition for larger projects. 
Accordingly, vacancy rates are fore- 
cast to remain in the 10 to 12 per cent 
range in 1996 and 1997. The competi- 
tive environment created by these 
conditions will force more landlords 
to lower rental rates or offer 
incentives.# 


Key Provincial Indicators 
NEWFOUNDLAND 


Real GDP (% Change) 
Employment (% Change) 
Unemployment Rate (%) 
Housing Starts (Units) 

Total 

Singles 

Multiples 
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PROVINCIAL HOUSING OUTLOOKS 


Prince Edward 


Island 


by Ralph Freeze 


Highlights 


m 1995 ends year with poor 
showing 


m™ Bridge project dominates 
economy 


= Housing sector stabilizes 


Fourth quarter ’95 
maintains trend 

The fourth quarter of 1995 turned 
out to be the continuation of an ex- 
tremely quiet year for the housing 
industry. New home construction in 
the final months has been lower 
only twice in the past 25 years. The 
resale market had a similar experi- 


ence with sales down by 20 per cent 


and a drop in average sale price of 


Jousing Starts 

7RINCE EDWARD ISLAND 
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SOURCE: CMHC. 
1996-97 Forecast. 


$5,000. One of the few positive 
points for 1995 was for housing 
starts in rural areas of P.E.I. A rela- 
tively strong rural economy kept 
new construction within sight of 
previous levels. 


1996-97 Outlook 


Bridge covers more 
than water 

Bridge construction to the mainland 
will dominate the economic picture 
over the next two years. As in 1995, 
this project is expected to boost pro- 
vincial figures, sometimes painting 
a distorted picture. For instance, the 
highest employment figures for 
P.E.I. are being quoted as a sign of 
health. But the greater Charlotte- 
town area, representing close to one 
half the population, recently re- 
corded twelve months of employ- 
ment declines. This indicates that, 
in P.E.I.’s relatively small economy, 
the fixed link project is large 
enough to shadow other develop- 
ments. When the project is com- 
pleted in 1997, a void will be 
evident as employment drops and 
purchasing related to bridge con- 
struction ends. 

Expansion of an aircraft service 
facility at Slemon Park will provide 
100 new jobs in western P.E.I. The 
food park in Souris will begin con- 
struction this year. Once production 
begins, many jobs lost after the fish 
plant fire will be replaced. Although 
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this is good news, it represents 
replacement jobs rather than new 
growth. 

The potato and tourism industries 
have had two record years in a row. 
Potato prices have dipped slightly. 
and the probability of returning to 
previous highs during the forecast 
period is slim. Government restructur- 
ing will continue as consumer confi- 
dence struggles. A bright spot on the 
consumer front is recent wage settle- 
ments. Provincial government 
employees have negotiated an agree- 
ment which reverses pay reductions 
of 1994. However, this is another 
example of recovering lost ground. 


Roller coaster ride over 
The forecast for new home construc- 
tion in 1996 and 1997 reflects a sta- 
ble market. This decade has seen 
the number of new homes bounce 
up and down between a high of 762 
in 1990 and a low of 422 in 1995. 
Recession, bridge building, mort- 
gage rate fluctuations and restructur- 
ing have given the market a steady 
string of confusing signals. Over 
the next two years, PEI can look for- 
ward to a more settled state. 
Unfortunately, this stability and 
steadiness is occurring at a low point 
for home building. The fixed link 
project has reached peak employ- 
ment. Government restructuring will 
continue, but the majority of changes 
affecting the next few years have 
already been announced. Consumer 


confidence is not robust, but should 
remain constant or improve slightly. 
Record high vacancy rates in the 
rental market will not change over 
the forecast period. Construction of 
apartments will stay extremely low as 
increases in demand are not in sight. 
On the other hand, bridge construc- 
tion workers will help to keep vacan- 
cies from increasing. 
Single-detached home construc- 
tion will remain weak in urban cen- 
tres. Cutbacks and restructuring will 
have their greatest impact in the two 
cities. Rural areas will have another 
relatively strong showing, especially 
this year. Home building in rural com- 
munities often increases when potato 
prices weaken after a period of high 
returns. However, lower potato ship- 
ments are possible this year, espe- 
cially with a record crop in storage. 
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House sales remain 
stable 

The resale market is expected to 
perform very much like the new 
construction market. A slight 
improvement for 1996 will be fol- 
lowed in 1997 by a return to last 
year’s sales level. An increase in 
sales this year comes from a combi- 
nation of attractive mortgage rates 
and additional income derived from 
increased employment. Record high 
employment in 1995 and 1996 is 
providing a number of households 
with an opportunity to acquire a 
down payment. 

Completion of bridge construction 
next year will bring a reduction in 
employment. Although it has been 
known from the start that this was a 
five-year project, the significant loss 
of income and expenditures will 
affect demand for housing. Besides 
reducing sales, these circumstances 
are expected to result in more modest 
housing decisions. 


Downward price 
pressures 

The forecast of average sales price 
points to no change in 1996 and a 
slight decline in 1997. Low demand 
in a buyer’s market continues to put 
downward pressure on house prices. 
Two factors will be at play: consum- 
ers will be buying less expensive 
homes than in the past, and actual 
prices of comparable homes will 
decline. 

The move-up market is expected 
to remain weak. Reduced prices will 
lead some current owners to either 
wait for a change in the market or 
look to renovation as an alternative. 
Income insecurity will keep potential 
home buyers cautious and hesitant. 
Counterbalancing this for some fence- 
sitters will be favourable mortgage 
rates and house prices.@ 


Key Provincial Indicators 
PRINCE EDWARD ISLAND 


Real GDP (% Change) 
Employment (% Change) 
Unemployment Rate (%) 
Housing Starts (Units) 

Total 

Singles 

Multiples 
MLS Sales (Units) 
Average MLS Price (Dollars) 


1995 1996? 1997 
2.6 1.5 0.5 
5.4 0.0 275 
14.7 15.0 15.1 
422 425 410 
364 375 365 
58 50 45 
476 500 480 

73803 74000 73000 


SOURCES: CMHC, Canadian Real Estate Association and Statistics Canada. 
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PROVINCIAL HOUSING OUTLOOKS 


Nova Scotia 


by André Moore and Sally Erskine Doucette 


Highlights 


Conditions favourable for 
first-time buyers 


Lack of consumer confidence 
slows new construction 


Sales of existing housing 
encouraging 


Niche markets target 
consumer preferences 


1995 Review 

The stability of housing markets in 
Nova Scotia showed clearly again in 
1995. While other areas of Canada 
were experiencing wide fluctuations 
in prices and volumes, significantly 
smaller movements were charac- 
teristic here. However, as in most 
housing markets across Canada, the 
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overall trend during the year was 
downward. 

New construction of single- 
detached units in the province 
reached 4,168, a decline of 12 per 
cent. Urban single starts showed 
substantial declines outside Metro 
Halifax, while smaller towns and 
urban-fringe areas exhibited strength. 
This has occurred as wealthier and 
older households retreat from urban 
centres for a quieter, more accessible 
lifestyle. Semi-detached and row 
units had a strong share of the mar- 
ket, at 417 and 72 units respectively. 
These housing forms, which make 
efficient use of resources, continue to 
be affordable for consumers and 
viable for builders. 

Many houses built "on spec" 
continue to sit empty due to weak 
demand. However, innovative and 
niche-marketed houses, such as 
R-2000 Healthy Homes, have been 
selling relatively quickly. 

Apartment construction in 1995 
was concentrated within Metro 
Halifax, mainly downtown and in 
Clayton Park. October 1995 vacancy 


rates increased in all urban centres of 


the province. This occurred due to 
continued excessive new construction 
and slow occupancy. Apartment units 
which were built or proposed in small 
centres focused on household niche 
markets, such as empty nesters 
(young seniors) and golden agers. 


Resale volumes remain 


strong 
The resale housing market performed 
well despite weaknesses in other 
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areas of the housing industry. Over- 
all, a total of 7,019 houses were sold 
through MLS, a decline of two per 
cent. It should be noted that this rep- 
resents activity well above average 
historical levels and that this is not 
necessarily sustainable given current 
economic and demographic realities. 

While resale volumes continued to 
be high, prices were stable or declin- 
ing. The composition of houses sell- 
ing on MLS is changing. Although 
more high-priced houses are being 
listed, the majority of sales occurred 
in affordable price ranges, below 
$100,000. The average sale price for 
Nova Scotia was $89,788 in 1995, 
basically unchanged from 1994. 

The renovation market benefited 
from the decision of many house- 
holds to stay put in 1995. This was 
one of the most positive growth areas 
in the housing industry. Spending 
patterns, however, changed to reflect 
economic realities: Consumers pre- 
ferred largely cosmetic and inexpen- 
sive projects, and spent when 
necessary on infrastructure renewal 
and maintenance. One key charac- 
teristic of the renovation market is 
that people are spending on do-it- 
yourself projects, or helping profes- 
sional contractors in order to save 


money. 


1996-97 Outlook 


Nova Scotia is heading into a transi- 
tion year. Consumers are playing a 
wait-and-see game. Households need 
to understand how and where they fit 
into the new economic order, and 


what standard of living they will be 
able to sustain over the long term. 
Economic development is being 
delayed until public sector structures 
and directions become clear. In a 
province which has traditionally had 
a high level of dependence on public 
administration and transfer payments, 
the transition will take time to unfold. 

The economic climate will directly 
affect the housing market as con- 
sumer confidence remains low. This 
factor is critical, as even those house- 
holds with the means to make needed 
changes to their housing will either 
reduce exposure by buying down or 
completely put off major decisions 
until the future is more secure. 


Job losses to affect 
prices 

The Sydney housing market will be 
dramatically affected by 1,200 tempo- 
rary layoffs at DEVCO, to be fol- 
lowed by 800 permanent layoffs. 
The economy is responding quickly 
with layoffs throughout the retail and 
service sectors. Undoubtedly, hous- 
ing prices will decline sharply in an 
already slow market. The export of 
Cape Breton’s best commodity, its 
youth, will continue. 

Federal departmental cutbacks 
will result in several hundred job 
reductions across the province, while 
provincial fiscal measures will be 
announced in the spring budget. Both 
governments are expected to be 
fiscally responsible and to follow 
through on the general reductions 
already in force. In addition, other 
public sector job changes announced 
in 1995 will take effect in 1996 and 
will not be fully felt until well into 
the year. 

Typically, Nova Scotia gains popu- 
lation through migration when the 
economy worsens elsewhere in 
Canada. This was the case in 1995. 
By the end of the third quarter, the 
net gain was more than 2,200 people. 
This trend is expected to continue 
throughout 1996 and to a lesser 
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i Active Nova Scotia condo market 


targets move-up, move-down buyers 


Recent research by CMHC shows that condominium buyers 
are only willing to spend between $50,000 and $150,000. 


i This has important consequences for builders in the small 


but active condo market in Nova Scotia. 


Metro Halifax accounts for the vast majority of projects, 


i although there are also a few projects in smaller centres. 


Condo sales are concentrated in five areas of Metro. In 
descending order of sales activity, they are South End 
Halifax and Clayton Park/Rockingham (tied), Bedford, 
Creighton Park (Dartmouth), and Woodlawn (Dartmouth). 


Condo sales in Halifax South End and Clayton 
Park/Rockingham, the most popular areas, appeal to 
different buyers. The South End attracts move-down buyers 
and professionals able to pay high end prices and wishing to 
be close to the downtown core. Clayton Park/Rockingham 
condo sales, in the lower price ranges, appeal to first time 
buyers and young professionals. 


The condominium housing market in Metro Halifax accounts 
for 7,200 units in 206 buildings. There are some 
condominium corporations which are 100 per cent rental with) 
one owner. Many projects have some portion of occupancy 
which is rental, although these units are individually owned. 


One new condo project was built on the Bedford waterfront 
with 24 upscale units. Charterhouse on Spring Garden Road, 
which continues to market two-year-old units, is 40 per cent | 
sold. No new projects are planned in the province for 1996. It! 
is yet to be seen if a component of the South Battery | 
proposal will be aimed at the condo market. | 


In addition, part of the CentrePointe project was converted 
from rental to ownership, and first-time buyers were 
successfully targeted. Eighty per cent of the units put up for 
sale have sold. This success is owing partly to affordability 
and partly to the peninsula location. Royalty Court in 
Dartmouth also began converting occupancy to ownership | 
from rental in 1995. 


degree in 1997. The Canadian econ- 
omy is not expected to recover to any 
great extent this year. The Ontario 
government brought in a severe 
budget in the fall, Quebec is likely to 
follow suit soon, and provinces in the 
west have made changes to eligibility 
for social assistance which may dis- 
courage people from leaving Nova 
Scotia or encourage some to return to 
this province where they have family 
supports. 

However, this kind of in-migration 
is not expected to have a strong, 
positive effect on the housing market, 
as it would have in the past. It could 
instead lead to doubling up or 
overcrowding, or to lower rental 
vacancy rates. 


Conditions good for 
buyers 

For home buyers who are ready to 
move on, there are several incentives 
to buy, including low mortgage rates, 
low down payments, and low prices. 
However, it is expected that only 
6,500 will take the plunge. This repre- 
sents a decline in sales activity from 
1995. Activity is expected to increase 
slightly in 1997. 

Average sale prices for MLS are 
forecast to increase by one per cent 
across Nova Scotia during each of the 
next two.years. The average resale 
price will be $ 90,900 in 1996. 
Buyer’s markets will prevail for the 
foreseeable future. 

The concentration of sales activity 
in the affordable price ranges will 
continue. Higher priced houses, 
which have been slow to sell, will 
attract buyers from outside the 


province, who recognize the value 
these properties represent. 

New construction will decline, 
dipping below 4,000 in 1996, but will 
recover slightly in 1997. Starts of 
single-detached houses will continue 
to be relatively stable, although they 
will be lower in 1996 than in 1997. 

Construction of multiples, primar- 
ily apartments, will decline the most. 
No publicly assisted housing was 
built in Nova Scotia in 1995, and 
none is planned for the future. 
Outside Metro Halifax, a few small 
projects (12 units) will be built or 
have been proposed. In addition, 
semi-detached houses will become 
more acceptable in the smaller urban 
areas as a result of their value and 
affordability. 

The New House Price Index for 
Metro Halifax will increase slightly 
above inflation in the coming two 
years. Margins for builders remain 
tight because cost increases have out- 
paced market demand. @ 


Key Provincial Indicators 
NOVA SCOTIA 


Real GDP (% Change) 
Employment (% Change) 
Unemployment Rate (%) 
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Multiples 
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PROVINCIAL HOUSING OUTLOOKS 


New Brunswick 


by Bruce Read and Laurie Gosselin 


Highlights 


Slower ecomonic growth 
expected 


Existing homes will maintain 
the edge 


Housebuilding will display 
only modest improvements 


Prices will remain soft 


A difficult year for 
builders 

Home builders in New Brunswick 
experienced a record-breaking down- 
turn in 1995. Residential construction 
that began losing momentum in 1994 
crashed through a 12-year low and 
fell to 2,300 from the 3,203 level in 
the previous year. Although activity 
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in the multi-family sector dropped 

by only 12 per cent, single family 
production plummeted by over 32 per 
cent. 

Home buyers, who faced a tumul- 
tuous year of heightened job 
insecurity, could not be encouraged 
to commit to the purchase of a new 
home. While builders in the Moncton 
and Bathurst areas were able to boast 
an improvement over prior year lev- 
els, construction in Fredericton and 
Saint John fell by close to 40 per 
cent. But the rural residents of the 
province displayed the greatest hesi- 
tancy overall, as housing starts in the 
non-urban areas fell by 37 per cent. 

More competitive pricing in the 
resale market kept realtors busy. 
Sales that began the year on a low 
note turned around by mid-year. Pur- 
chasers, hesitant to buy new homes, 
entered the existing market and drove 
sales up by 12 per cent in the third 
quarter. A fourth quarter improve- 
ment of more than 20 per cent over 
the 1994 level pushed annual sales up 
by 4.7 per cent by year end. Sales in 
all areas, with the exception of Saint 
John, were ahead of last year’s levels. 
The Northern New Brunswick Real 
Estate Board led the charge with a 48 
per cent increase. 


1996-97 Outlook 


Moderating economic 
growth on the horizon 
The welcome 2.3 per cent increase in 
economic growth in 1995 will not be 
repeated this year. Despite the good 
health of the resource industries, a 
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slowdown in the service sector and a 
downturn in shipbuilding will put the 
reins on growth this year. 

The forestry industry, the mainstay 
of the goods-producing sector, will 
again post a strong year. Although 
pulp prices appear to have topped 
out, the resulting decline in revenues 
will be slow. Tight international mar- 
kets for newsprint, however, will 
push prices higher in the near term. 
The lumber industry will also im- 
prove over the outlook period, as resi- 
dential construction in both Canada 
and the U.S. begins to recover. 

Expansions and upgrades at most 
pulp and paper mills around the prov- 
ince will keep construction and for- 
estry workers busy thoughout the 
year. Among the larger active pro- 
jects in 1996 will be the reopening of 
the Atholville mill, the construction 
of a thermal generating facility at the 
Frazer mill in Edmunston, and envi- 
ronmental work at the Irving.mills in 
Saint John. 

The prospects for the mining 
sector are similarly positive. Strong _ 
prices for zinc have led to the reopen- 
ing of the East/West Caribou mine 
near Bathurst. The completion of the | 
construction phase this year will lead : 
to more than 300 new mining jobs for 
the area. | 

Shipbuilding, a mainstay of the 
Saint John economy, which has pro- | 
vided close to 4,000 jobs during peak | 
Operating times, is now facing the 
prospect of a total shutdown. Staff 
levels of 2,500 at the beginning of — | 
1995 were down to between 1,000 | 
and 1,200 at year end. Unless a much 


talked about contract for the produc- 
tion of six container ships material- 
izes in the near future, activity at the 
dry docks will come to a standstill. 

The service sector, which provides 
three out of every four jobs in the 
province, is struggling under the 
knife of public sector cutbacks. 
While tourism and telecommunica- 
tions will continue to post good 
growth, public sector restraint will 
minimize gains and limit employ- 
ment growth for the sector over the 
next few years. 

Although exports bode well over 
the outlook period, domestic demand 
will be curtailed by lagging consumer 
confidence as a result of continuing 
job insecurity. Employment, which 
rose by 6,500 last year, will expand 
by a modest 4,000 this year. With a 
labour force that is forecast to in- 
crease by 5,000, the unemployment 
rate for 1996 will edge down to 11.4 
per cent 


Small gains to be had 

in the housing market 
Those involved in the housing market 
can look forward to only small gains 
over the outlook period. Ongoing in- 
security in the job market will keep 
demand low. Although the existing 
market will fare better than the new 
construction market, neither sector 
will reach its potential in 1996. 

Markets that rely less on the pub- 
lic sector, such as those in Moncton 
and Bathurst, will start up sooner and 
record better growth throughout the 
year. Buyers in Saint John, where 
shipyard downsizing is a concern, 
and Fredericton residents facing 
public sector layoffs will be slow off 
the mark this spring. 

Falling mortgage rates will limit 
the impact of ailing consumer confi- 
dence. In a province that boasts some 
of the most affordable house prices in 
the country, lower mortgage rates 
will encourage some growth in sales. 
New home starts will begin to re- 
cover from a multi-year low. Single- 


family starts, which reached 1,722 
last year, will not break through the 
2,000 mark this year but will inch up 
to the 2,200 level in 1997. The exist- 
ing market showed good recovery in 
the second half of 1995 and will con- 
tinue to improve over the outlook 
period. Sales, which reached 3,495 in 
the past year, will increase by 3.0 per 
cent this year and 3.5 per cent in 
1997. 

Prices for existing homes last year, 
which fell in all markets except Saint 
John, will remain weak in 1996. High 
inventories will hold prices down and 
lead to a decrease of 1.5 per cent 
from last year’s level of $83,993. It 
will not be until 1997 that the aver- 
age price of homes selling in New 
Brunswick will rise above that level. 

Fewer rental vacancies in combina- 
tion with easing mortgage rates will 
keep activity in the multi-family con- 
struction market buoyant. Although 
no big gains are on the horizon, local 
developers will keep production lev- 
els at close to the 1995 level of 578. 
As the year proceeds and more rent- 
ers opt for home ownership, vacancy 
rates in the rental market will drift 
higher.@ 
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Key Provincial Indicators 


NEW BRUNSWICK 1995 1996"? 1997) 
Real GDP (% Change) Ding) 1.9 Pez 
Employment (% Change) IRS) 1.4 1.6 
Unemployment Rate (%) 11.4 115 
Housing Starts (Units) 

Total 2300 2450 2800 

Singles 1900 2400 

Multiples 550 600 
MLS Sales (Units) 3600 3125 
Average MLS Price (Dollars) 82750 84750 


SOURCES: CMHC, Canadian Real Estate Association and Statistics Canada. 


(F) Forecast by CMHC. 
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PROVINCIAL HOUSING OUTLOOKS 


Quebec 


by Kim-Anh Lam 


Highlights 


The economy will grow only 
slowly 


Residential construction will 
remain at low levels 


The resale market has the 
best activity prospects 


Residential 
construction up in the 
last quarter of 1995 

In Quebec, the rise in residential 
construction in the last quarter of 
1995 put an end to the series of 
declines registered in the five pre- 
vious quarters. For this quarter, the 
number of housing starts stood at 
21,400 at the seasonally adjusted 
annual rate (SAAR), representing an 
11 per cent increase over the third 
quarter level. This improvement in 
construction is attributable to the 
sustained production of new housing 
in Quebec’s rural areas. 

The share of residential construc- 
tion in Quebec’s smaller municipali- 
ties was 28 per cent in 1995, 
compared with 20 per cent in 1994 
and 15 per cent during the 1980s. 
Residential construction was more 
stable in smaller areas than in the 
large centres, where activity declined 
considerably as a result of uncer- 
tainty in the labour market and wide- 
spread streamlining in the private and 
public sectors. There was a consider- 
able decline in housing construction 


in Quebec’s three large centres — 
Montréal, Québec and Hull. 

For 1995, there were 21,885 
housing starts, 37 per cent fewer than 
in the previous year. The decline was 
42 per cent in urban areas, compared 
to only 27 per cent in rural areas. 

The decline in activity extended to 
all residential housing. A few snags 
at the beginning of 1995 resulted in 
only 12,300 new single-detached 
houses, a 30 per cent decrease from 
the level attained in 1994. In addi- 
tion, the sudden rise in interest rates 
early last year curbed first-time home 
buyer demand and there was a major 
decline (41 per cent) in the produc- 


tion of semi-detached and row houses. 


Condominiums and rentals were 
hardest hit. Only 2,639 rental housing 
starts were recorded in Quebec’s 
urban centres, another record low. 
This downturn in construction is 
gradually reducing vacant units in the 
new and existing rental markets. 
Vacancy rates went down in most of 
the large metropolitan areas. The 
October 1995 rate (6.3 per cent) was 
an improvement of 0.7 of a percent- 
age point over the 1994 rate. 

After a few years of meeting first- 
time buyer demand, the condomin- 
ium market hit a road block in 1995. 
Developers initiated only 2,171 con- 
dominium units last year, a 60 per 
cent drop. Row housing projects did 
even worse, plummeting by 74 per 
cent. The absorption of new condo- 
miniums was sluggish, because of 
fierce competition from existing 
condominiums listed for sale. 
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Because many units were being 
offered for resale below their original 
purchase price, new projects under- 
standably had difficulty in a market 
flooded with a wide range of afford- 
able housing choices. Condominium 
owners in large cities are typically 
young professionals and retirees, who 
are more mobile than families with 
children. When demand is fueled 
very slowly because the number of 
these clients does not keep up with 
the large supply, the resale market 
becomes glutted. 
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More consolidation 
ahead for home 
building in 1996 

Housing construction will reach 
practically the same level over the 
next two years as it attained in 1995: 
22,000 starts in 1996 (an increase of 
1.4 per cent) and 23,100 starts in 
1997 (an increase of 4.1 per cent). 
This forecast reflects current sur- 
pluses in the new home market, the 
economic environment, and demo- 
graphic trends. First, residential con- 
struction depends on a recovery in 
single-family home building, which 
now accounts for 75 per cent of all 
new construction. When there are sur- 
pluses of both rental and condomin- 
ium housing units, these two market 
segments can contribute little. 

The second factor underlying the 
forecast is the expectation of very 
slow economic growth. The key 
element is anxious consumers who 
perceive that employment prospects 
are difficult and who have become 
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1996-97 Outlook 


reluctant to spend. The low level of 
consumer confidence in the economy 
is reflected not only in big ticket 
items such as car and home sales but 
also in retail sales (down by 1 per 
cent last year). Of course, deficit- 
cutting measures taken by all levels 
of government are also fueling 
consumer uncertainty. 

A positive element is the U.S. 
economy: it is expected to do well 
this year, and its performance could 
improve Quebec’s outlook. The econ- 
omy of the province is increasingly 
dependent on the export market: In 
1995, 35 per cent of Quebec’s total 
production was intended for this mar- 
ket, compared to an average of 20 per 
cent during the last 10 years. Overall, 
provincial growth measured by the 
GDP should post increases of 1.7 per 
cent in 1996 and 1.4 per cent in 1997. 

The labour market is relying more 
and more on new jobs in small busi- 
nesses, but these are hardly enough to 
offset the layoffs in the large private 
and public organizations. Employ- 
ment is expected to grow by 1.3 per 
cent in 1996 and 1 per cent in 1997. 
This is slightly lower than last year, 
when it increased by 1.4 per cent. 

Demography is another key driver 
of the housing market. Major demo- 
graphic trends that have stimulated 
this market in recent years have been 
international immigration and inter- 
provincial migration. Since 1994, 
however, with a more unstable eco- 
nomic climate, the province’s annual 
migratory balance has dropped to 
under 5,000 persons, far fewer than 
the 20,000 net annual population gain 
during the late 1980s. For 1996 and 
1997, Quebec’s migratory balance 
should pick up again, to a net gain of 
between 6,000 and 8,000. However, 
this is expected to be the result of an 
additional influx of temporary nation- 
als and immigrants, and should there- 
fore benefit the rental market 
primarily. 


NATIONAL HOUSING OUTLOOK — FIRST QUARTER 1996 17 


Lower interest rates and greater re- 
sale activity will bring more buyers 
to the new home market. Single-fam- 
ily housing construction could im- 
prove slightly in early 1996. There 
should be a 4 per cent increase in 
single-detached home building to 
13,950 starts in 1996 and a further 
rise to 14,500 units in 1997. With 
little cash and the prospect of weak 
income gains, however, buyers will 
continue to opt for less expensive 
homes. The momentum on the resale 
market should bring about a gradual 
return of move-up buyers to the mar- 
ket, but home owners who do move 
will be looking for smaller, more 
functional homes to meet changing 
needs. There is no prospect for a 
comeback in luxury homes, such as 
there was in the late 1980s. Those 
days seem to be over for the next few 
years. 


Rising resale activity 
but stable prices 

One market that will be dynamic 
over the next few years is the resale 
market. It was the first to benefit 
from the declining mortgage rates 
last year, so that the number of trans- 
actions decreased by only 11 per 
cent, a smaller decline than in the 
new home market. The considerable 
gap between existing and new home 
selling prices worked in favour of ex- 
isting homes. The difference between 
the average price of a new home and 
an existing home in Quebec was 
about $20,000, and the gap seems to 
be getting wider. The number of sales 
through the MLS will rise by 10 per 
cent in 1996, making for a larger gain 
than for new homes. The abundance 
of houses for sale and the competi- 
tion between new and existing homes 
will keep prices very competitive. 
For the eighth year in a row, the aver- 
age price will not exceed its current 
level of $100,000. A buyer’s market 
will therefore favour future home 
owners, but vendors will also benefit 


from the increase in activity on the 
market this spring, and more of them 
will finally be able to sell their homes. 

The condominium resale market is 
still quite glutted in the two large 
areas of Montréal and Québec, and 
the forecast for new projects is 
gloomier as a result. Most condomini- 
ums were priced at under $100,000, 
and most are in medium-density pro- 
jects. (There were fewer than 50 units 
in 80 per cent of projects in 1995.) 


Rental Housing Vacancy Rates 
and Starts 
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These condominiums meet two essen- 


tial requirements: they give clients 
what they want and they minimize 
risks for developers. Fewer than 
2,000 condominium units are forecast 
for 1996 and 1997. This level is 
clearly below the annual average of 
5,000 units over the last five years. 
The rental market in urban centres 
could generate 2,550 units in 1996 (a 
drop of 3.4 per cent from last year) 
and another 2,700 units in 1997 (an 
annual increase of 5.9 per cent). This 
market segment will at least benefit 
from a slightly higher demand for 
rental housing. Rental market condi- 
tions are improving slowly: the 
vacancy rate will be 5.7 per cent in 
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Key Provincial Indicators 
QUEBEC 


Real GDP (% Change) 
Employment (% Change) 
Unemployment Rate (%) 
Housing Starts (Units) 
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Multiples 
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October 1996 and 5.5 per cent in 


October 1997. No major investments 
can be anticipated with these high 
rates. As well, upward pressure on 
rents will remain very weak. As a 
result, rental increases will be under 
1.5 per cent in 1996, a level again 
lower than the expected inflation rate 
of 2.1 per cent.™ 
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PROVINCIAL HOUSING OUTLOOKS 


Ontario 


by Alex Medow and Dallard Runge 


Highlights 


m 1995 home starts at 43 year 
low 


® Soft prices and affordable 
mortgage rate offer 
home-buying opportunities 


B® Slow economy with sluggish 
1996-97 home markets 


® Jobs will explain local market 
strength 


Year-end 1995 


Improved environment 
for first-time home 
buyers 

Despite its vast demographic 
potential, Ontario has suffered from a 
lack of consumer spending, largely 
because jobs are not being created, 
especially for younger families. This, 
along with already high household 
debt and the erosion of purchasing 
power as a result of wage increases 
below the rate of inflation, has re- 
strained housing demand. Pending 
government and private sector job 
cutbacks have also kept consumers 
edgy. Retail sales were stalled 
throughout 1995, and Ontario’s 
fourth quarter 1995 Index of Con- 
sumer Attitudes dropped to the low- 
est level in two and a half years. 


Low mortgage rates and job 
growth at the end of last year firmed 
up housing demand, but too little and 
too late to prevent Ontario home 
construction from plummeting to a 
43-year low. The 35,818 home starts 
for the year were the lowest number 
since 1952. However, a fourth quarter 
spurt in home starts has set the stage 
for better performance in 1996. 


Ontario’s fourth quarter seasonally 
adjusted annual rate (SAAR) of home 
starts picked up by 13.6 per cent, to 
38,300 from 33,300 in the third quar- 
ter. Both single and multiple family 
home construction increased. Home 
starts at the end of 1995 were boosted 
by condominium activity in Toronto 
and jumped much more in Ontario 
than elsewhere in Canada. 


Prices for new homes remained 
soft. Year-end New Home Price In- 
dex inflation edged down or stayed 
flat in seven of Ontario’s eight largest 
metropolitan areas. The exception 
was Windsor, one of the top ten desti- 
nations for persons relocating within 
Canada or moving to Canada. Over 
the last several years, auto sector ac- 
tivity, casino-related activity and con- 
struction have led to a strong demand 
for single-detached homes and 
nudged land prices higher. 
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1996-97 Outlook: 


Slow job growth points 
to modest increases in 
housing activity 

Fiscal tightening in Ontario as a 
result of substantial provincial, 
municipal and federal spending reduc- 
tions throughout this year and next 
will act as an economic drag and hold 
back growth in consumer spending 
and jobs. Private sector job creation, 
mostly in manufacturing, wholesale 
and retail trade and in the primary 
industries, will offset government job 


losses. Nevertheless, the pace of 
economic expansion will slow this 


year before picking up again in 1997. 


Increasing exports will boost the 


goods producing industries, but more 


so in 1997, when economic growth 
picks up in the United States, Europe 
and Japan. 

Net migration to the province will 
be moderately strong over the next 


couple of years, mostly a result of high 


immigration from outside Canada. 
Over half of Canada’s immigrants 
come to Ontario because of its estab- 
lished social and ethnic networks. 


Migration-lowered vacancy 
rates within commuting 
distance of Toronto 


(percentage) 


Thunder Bay 

St. Cath.-Nia 
Kitchener 
Hamilton 


SOURCE: CMHC, The October Survey. 


Most of these choose to settle 
within commuting distance of 
Toronto, initially putting pressure on 
vacancy rates. The accompanying 
graphic shows the low vacancy rates 
in centres close to Toronto. A small 
inflow of residents from other parts 
of Canada is also anticipated. 

Migration will hike Ontario’s 
population more than the natural 
increase (births minus deaths). How- 
ever, migrants tend to occupy rental 
first and move to ownership later. 


They need several years to become 
established and hence generate a 
lagged demand for housing. 


Low carrying costs will 
_-boost home ownership 
demand 
Affordable mortgage carrying costs, 
as a result of low interest rates, will 
nudge Ontario’s home markets up. 
Countering this, poor labour market 
conditions and slow job growth will 
keep the rise in resales to a minimum 
and new home price increases will be 
below the rate of inflation. 

Modest increases in housing starts 
are anticipated over the next two 
years. Single home starts will grow 
the most. Stronger 1996 sales will 
clear out a modest inventory of 
completed and unoccupied single- 
detached homes. Higher mortgage 
rates in 1997 will slow the pace of 
growth for single-detached starts. 
Multiple starts will dip in 1996, as 
assisted rental construction drops off 
to a trickle. Falling vacancy rates will 
stimulate private rental construction 
this year and next, but not enough to 
offset the reduction in assisted hous- 
ing activity. Condominium construc- 
tion will edge up. In Toronto, new 
condominium projects will compete 
with former industrial and office 
units converted to condos. 

At this stage of the housing cycle, 
first-time buyers offer builders in the 
ownership market the most potential 
business. With mortgage rates down, 
more first-time buyers can consider 
affordable new homes. Slight in- 
creases in new private sector row 
houses, townhouses and condomini- 
ums are anticipated in 1997 as renters 
turn to cost-competitive home owner- 
ship options. The challenge to new- 
home builders is to develop homes 
that appeal to first-time buyers. 

Housing markets will perform dif- 
ferently across Ontario. The centres 
with stronger job growth will have 
larger increases in home construction 
activity. For example, sizable 
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Who are first-time 
buyers? 


First-time buyers tend to be 
younger than the average home 
purchaser, and sensitive to | 
financing arrangements and 
borrowing costs. They also tend 
to favour resale homes. The 
eligibility of RRSP funds for 
home purchases, Ontario’s Home 
Ownership Savings Plan and the 
federal First Home Loan 
insurance (FHLI) program have © 
combined with lower mortgage ~ 
rates to bring first-time buyers 
out in force. In 1995, CMHC : 
insured a record number of five 
per cent down FHLI loans in 
Ontario. Of the over 37,600 FHLI 
loans insured by CMHC, 88 per © 
cent were for purchases of resale 
homes. : 


First-time buyers are generally 
older than in the past and have 
fewer children. More are 
immigrants, who tend to prefer 
homes with a larger than average 
numbers of rooms. As a result, — 
first-time buyer behaviour has 
changed in the last ten years. 
Ontario’s prohibitively expensive 
home prices of the late 1980s 
kept many potential first-time 
buyers out of the market, and 
these are only now purchasing 
their first home. First-time home 
buyers have now shifted to 
purchasing more affordable 
forms of housing. Fewer are 
buying single-detached homes 
and more are purchasing 
condominiums, town homes or 
row housing. 


Move-up purchasing has been 
slow, even though conditions for 
moving up are very good, with 
low mortgage rates and lower 
move-up home prices. Potential 
move-up buyers have hesitated, 
especially when faced with the 
prospect of getting a lower price’ 
for their existing home than they; 
originally paid. 


| 
: 


increases in 1996 home starts are 
expected in Hamilton, Kitchener, 
London, Oshawa, St. Catharines, 
‘Thunder Bay and Windsor. With the 
exception of London, job growth for 
these centres is expected to be faster 
than the Ontario average. Auto sector 
exports and growth in the high tech- 


about job security, residents of these 
centres will be cautious in purchasing 
big ticket items, especially homes. 
Vacancy rates are still high in most 
of Ontario, with the exception of 
Windsor and the metropolitan centres 
close to Toronto. In Toronto, where 
the vacancy rate is lowest, it is not 


clear whether rental income could 
cover construction and operating 
costs of new rental units. Vacancy 
rate declines are predicted for most of 
Ontario’s major metropolitan areas. 
The lowest 1997 rates are forecast for 
Toronto and Windsor, with Hamilton 
and Oshawa following close behind.@ 


nology and information service indus- 


tries will increase the number of jobs Key Provincial Indicators 


| in Kitchener. Oshawa’s employment ONTARIO 1995 1996) 1997) 
| will rise with an increase in the flow SReGpe Cem nn 75 ean Bigue eH aqe 
of commuters. A more stable job mar- 

ket with stronger consumer confi- EOD ERT CK OTS) i 0.8 1.3 
dence is expected in Hamilton and Unemployment Rate (%) 8.7 8.6 8.4 
the St. Catharines-Niagara area. Housing Starts (Units) 

Windsor’s jobs will be in manufactur- Total 35818 39000 41000 
‘ing and construction projects. Snvies SODA Vea ai 
Ottawa, Sudbury and Toronto 

home starts are predicted to edge Multiples 15694 14500 15000 
down in 1996. Large losses of fed- MLS Sales (Units) 115501 120000 120000 
eral, provincial and municipal jobs, Average MLS Price (Dollars) 155003 157000 159000 


including jobs in education and 
| health care, are expected in these cen- 
tres. With the resulting uncertainty 


SOURCES: CMHC, Canadian Real Estate Association and Statistics Canada. 
(F) Forecast by CMHC. 


IMMIGRANT DEMAND FOR HOUSING: IS._IT 


OVERSTATED? 


In housing analysis, demographic 
models are used to study changes in 
the characteristics of a population’s 


models generally begin with the 
assumption that people in the future 
will make choices much like those 
made in the recent past; for instance, 
that young people will form house- 
holds at the same age, buy homes at 
the same age, and choose the same 
types of homes as people did in the 
past. 


different age groups, in order to 
gauge the impact on household 
formation and housing demand. The 


Newly arrived immigrants form fewer households 
especially among older age groups 


Proportion of persons who are heads of households 
70% 


all households 1986 
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Lower initial 
requirements 

This approach to projecting housing 
requirements may overestimate the 
demand for housing when current 
choices do not conform with past 
ones. That has been the case in the 
1980s and the early 1990s. During 
that period, each group of young peo- 
ple decreased its rate of household 
formation. Each succeeding group 
has left home later and formed fewer 
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households per capita than the 
previous group for economic and life- 
style reasons. This decrease in the 
proportion of persons who became 
household heads is a major reversal 
of an earlier trend which extended for 
over fifty years. 

A more recent issue is whether 
demographic models correctly reflect 
the demand from new immigrants for 
housing or whether they overstate 
that demand. Immigrants are as- 
sumed in the models to behave just 
like the population that is already 
living here. However, immigrants are 
playing an increasingly important 
role in household formation because 
of their large and sustained numbers. 
This important role is well illustrated 
by the fact that immigrants headed 
125,730 of the 416,635 households 
formed in Ontario between 1986 and 
1991; 

Using the standard approach, we 
would have projected 157,750 immi- 
grant-headed households — about 
32,000 more households than were 
actually reported in the 1991 census. 
The housing requirement forecast for 
new migrants would have been about 
25 per cent greater than that which 
occurred. This represents about 6,400 
fewer housing units each year from 
1986 to 1991. 

To explain the overestimation of 
immigrant demand produced by our 
model of housing requirements, we 
obtained from Statistics Canada the 
age structure of migrants and the age 
structure of migrants who were house- 
hold heads. From this, we calculated 
the headship rates for migrants and 
compared them to those of the gen- 
eral population. The chart shows this 
comparison. Except for the youngest 
age group, where very few house- 
holds are formed, headship rates for 
migrants were lower for each age 
group. This was especially true for 
migrants over the age of 54. This 
group accounts for about 35 per cent 
of the overestimation of immigrant 
requirements. Many of these people 


never form independent households 
because they come to live with 
family members. 

In fact, for each 100,000 immi- 
grants to Ontario between 1986 and 
1991, total household formation was 


~ 23,442. This compares with 36,664 


for all the Ontario population. This 
shortfall reflects both the lower 
propensity to form households and 
the different age structure of the 
immigrant population. 

The longer immigrants remain in 
Canada, the more they increase their 
rate of household formation. Those 
immigrants with more than 30 years’ 
residency have household formation 
rates seven per cent higher than those 
of households headed by people born 
in Canada. Thus, the long term ef- 
fects of immigration are positive for 
residential construction. As succes- 
sive groups of immigrants move into 
Canadian society, their propensity to 
form households increases and this 
offsets the lower headship rates of 
new immigrants. The net impact at 
any given time will depend on the 
relative size of those two forces. 


immigrant tenure 
requirements also differ 
Housing demand from new immi- 
grants differs in one other significant 
way from that of the average Ontario 
household. Immigrants are more 
likely to rent. The table illustrates the 
number of households that would be 
formed by 100,000 new immigrants, 
compared to the average for Ontario. 
The total demand for immigrants is 
lower than the average, and the 
proportion to own is less than half the 
average. 

At the same time, because a larger 
proportion of immigrants rent, the 
flow of immigrants over the last half 
decade may have helped sustain rent- 
al demand. This has happened at a 
time when the traditional demand 
from young adults was especially 
weak as a result of demographic, 
economic and social factors.™ 


Housing demand per 100,000 people, Ontario 


Ownership 


New immigrants in 7002 
Canada less than five 
years 


Ontario all household 23560 
average 


Rental Total 
30% 16440 10% 23442 
64% 13104 36% 36664 
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PROVINCIAL HOUSING OUTLOOKS 


by Richard Goatcher 


Highlights 


m Weak recovery in new 
construction 


m Resale prices come back 


= Consumers remain cautious 


1995 a dismal year for 
builders 


_ Manitoba’s house builders experi- 
enced one of the worst years on 

record in 1995, with starts dropping 

by almost 40 per cent from the pre- 


vious year. Not since the recession of 


1991 has new construction failed to 


_ reach the 2,000 unit mark. Activity in 
the fourth quarter gave little room for 
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Manitoba 


optimism, as the high inventory of 
unsold new homes in Winnipeg made 
any resurgence unlikely during the 
early months of 1996. 

Although resale markets fared 
slightly better than new construction 
last year, they also fell below 1994 
levels. Sales of existing homes 
dropped by 10 per cent and average 
prices dipped below the $82,000 
mark. Resales slowed further in the 
fourth quarter as average prices con- 
tinued to slip. Bitterly cold weather 
in January got 1996 activity off to a 
slow start. 

Production of multiple units 
dropped substantially in 1995, 
especially in the rural areas. The 
rental market in Winnipeg continued 
to see gradual improvement, with 
apartment vacancies inching lower in 
the October survey. Apartment vacan- 
cies in Manitoba’s other major cen- 
tres either remained the same as in 
October 1994 or declined. 


1996-97 Outlook 


Slower economic 
growth in 1996 


Following two years of moderate 
economic growth, Manitoba’s 
recovery will slow in 1996. While 
agricultural output will experience 
another good year, the elimination of 
the Crow benefit (Western Grain 
Transport Subsidy) will cause consid- 
erable uncertainty in rural areas. 

This will be offset by major capital 
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expenditures by businesses allied 
with agriculture in both Brandon and 
Portage la Prairie. Machinery and 
transportation equipment will help 
sustain exports, but levels will not 
match last year’s heady pace. Manu- 
facturers will continue to invest in 
capital and equipment, but expecta- 
tions have lessened, particularly with 
respect to trade south of the border. 
Resource industries associated with 
minerals and forestry are also ex- 
pected to see good numbers, but sales 
growth will be down from 1994 lev- | 
els. Job creation will come from the 
pharmaceutical industries, communi- 
cations, food processing, business 
and personal services. 

While the private sector continues 
to bolster the economy, government 
spending cuts will restrain overall 
growth levels. Cutbacks in health 
care, education and other public 
services, as well as the prospect of 
higher taxes and user fees, will limit 
disposable incomes. Consumers are 
expected to remain cautious as a 
result of high debt levels, weak job 
growth and continued political uncer- 
tainty. Chronically high levels of job 
insecurity and weakened income 
gains dampen the prospects for 
consumer spending this year. While 
overall retail sales improved last 
year, demand for big-ticket items like 
cars and new homes is not expected 
to change dramatically during the 
first half of 1996. 


Interest rates and 
affordability to lift 
housing markets 

While resale house prices are 
expected to rebound in 1996, housing 
will remain affordable because of the 
countering effect of lower mortgage 
rates. Overall, the average income 
required to purchase a typical resale 
house in Manitoba will remain 
largely unchanged this year. Resales 
will experience a slight comeback, 
but total sales will remain below lev- 
els seen in 1993 and 1994. Following 
a drop of just over 2 per cent last 
year, average resale prices will inch 
back up to the $83,000 mark. In- 
creased sales of trade-up homes will 
help boost prices, but they will not 
exceed 1994 levels until the follow- 
ing year. While prices will remain 
affordable, the lack of real growth in 
homeowner equity will be a disincen- 
tive to many builders. 

New house construction will 
experience only modest gains in 1996 
because there is an oversupply of 
inventory in the Winnipeg market. 
Spec building during the latter stages 
of 1994 resulted in a dramatic run-up 
in unabsorbed units. Despite incen- 
tives from builders and the provincial 
government, sales were weak last 
year and margins nonexistent. As 
builders try to sell off existing stock, 
any recovery will be delayed until 
well into the second quarter. 

During the late 1980s, well over 
70 per cent of the province’s single 
starts occurred within the boundaries 
of the Winnipeg CMA. In the 1990s, 
this proportion has slipped to just 
over 60 per cent as cost-conscious 
new home buyers have been willing 
to trade longer commuting distances 
for cheaper land and lower property 
taxes. In Winnipeg, singles activity in 
1996 will fail to reach 1,000 units for 
the second year running. Overall 
production of singles in the province 
will increase by less than 150 units in 
1996, although this translates into an 
8.7 per cent gain over last year’s 


relatively low levels. In 1997, singles 
will increase by a wider margin but 
will still remain below the 2,000 unit 
level. 

There will be upward movement 
in multiple unit activity in 1996, but 
overall numbers will remain well 
below the glory days of the mid- 
1980s. New apartment construction 
will concentrate on the seniors condo- 
minium market in Winnipeg and 
Brandon. Some life-lease rentals, 
also targeted at seniors, will be added 
to the mix as well. However, with 
overall apartment vacancies in 
Winnipeg averaging above 5 per cent 
in 1996, rent increases will remain 
below inflation. New private rental 
construction is hobbled by the sub- 
stantial gap between market rents for 
new units and the economic rents re- 
quired to make them viable. As such, 
new rental construction will typically 
occur in Winnipeg only under life- 
lease arrangements, in which the 
future occupants contribute a large 
amount of equity into the financing 
of the building. 

The continued dearth of new rent- 
als will help lower Winnipeg’s 
vacancy rate into 1997. City-wide 
vacancy rates will drop from 5.4 per 
cent in October 1995 to below 5 per 
cent by October 1997. Vacancy rates 
are lowest in the newer buildings, but 
many of these structures are being 
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converted to condominiums and leav- 
ing the rental stock at a steady pace. 
Vacancies in Winnipeg’s older rental 
stock tend to be higher, and the con- 
version of newer buildings has 
slowed the decline in overall vacancy 
rates. This trend will moderate in the 
coming years as much of the newer 
stock gets converted to condominium 
tenure. The scarcity of better-quality 
rentals, typically ripe for conversion, 
will increase opportunities for new 
condo development as the decade 
winds down. 
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Highlights 


m Strong economic growth 
expected 


m= Rental market firm 
m Resale supply remains low 


1995 Overview 


Saskatchewan housing markets saw a 
mixed performance in 1995. There 
were almost 20 per cent fewer hous- 
ing starts than in 1994. The potential 
for higher volumes is limited because 
new home construction remains re- 
stricted to move-up households. The 
resale market suffers from a lack of 
supply, but steady demand prevails 
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Saskatchewan 


by Paul Caton and Todd Selby 


PROVINCIAL HOUSING OUTLOOKS 


and average prices are rising. A 
limited supply in some of the more 
popular city neighbourhoods has 
resulted in the rapid sale of homes, 
creating seller’s markets in these 
areas. Vacancy rates have fallen in 
almost all centres in response to mi- 
gration of lower-income households 
from rural areas and other provinces. 
Rents have begun to rise, although 
not to the level required to stimulate 
new rental construction. 

Notwithstanding positive eco- 
nomic factors, such as a modest 
increase in GDP and rising retail 
sales, there has been little job growth. 
Further, though provincial unemploy- 
ment rates are the lowest in Canada, 
the unemployment rate in the major 
centres is relatively high and welfare 
rolls are swelling. The lack of job 
growth has been most prevalent 
among the younger people in the 
province. This has slowed expansion 
in the number of potential buyers 
among young households and has 
limited the market for new house 
construction primarily to move-up 
buyers. 


1996 -97 Outlook 


Export-driven growth 
expected 

In 1996 and 1997, Saskatchewan’s 
economy will grow at higher rates 
than in 1995. Growth will be export- 
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driven, mainly from strong agricul- 
ture, mining, forestry, and oil and gas 
activity. Unfortunately, employment 
will continue its lacklustre perform- 
ance and unemployment will remain 
almost constant. Most new jobs cre- 
ated will be in retail trade and other 
service sector areas. As jobs in these 
sectors tend to yield lower incomes, 
the impact on housing demand will 
be most evident in the rental market. 
However, some of these jobs will 
bring second incomes to households, 
which can then consider buying 
homes. This will result in a modest 
increase in demand from first-time 
home buyers. 

Further adding to the pressures on 
provincial housing markets, rela- 
tively slow economies in other prov- 
inces will hold migration at current 
levels and rural-urban migration will 
increase, as young people and seniors 
move to the province’s cities seeking 
jobs, education and services. 

Saskatchewan agricultural prod- 
ucts are enjoying positive market 
conditions. Rising world prices have 
partially offset the withdrawal of gov- 
ernment subsidies. Already, there are 
signs that value-added manufacturing 
opportunities are being found, prom- 
ising more manufacturing jobs in the 
future. Farm debt and bankruptcy 
will continue to fall but farms will 
increase in size and the number of 
agricultural jobs will shrink. 

World demand for potash is 
expected to remain at current levels 
in 1996. Oil and gas exploration will 
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begin to slow in 1996. Forestry en- 
joyed a resurgence over the past two 
years, but has peaked. Pulp and paper 
prices, which reached record levels in 
1995, will begin to moderate this 
year, but will remain well above 1994 
levels. As a result, the pulp and paper 


sufficient to support construction and 
financing costs. 


Resale market 
shrinking 
Resale markets will remain supply- 
driven in 1996 and 1997. Under 
normal circumstances, young rental 
households faced with rising rents 
would turn to low-priced existing 
homes. However, resale markets have 
been depleted by steady demand 
from first-time home buyers, and this 
is reflected by a reduction in new list- 
ings. Resale listings in the province 
have fallen by almost 14 per cent 
since 1993 and more than 6 per cent 
since 1994. Shrinking supply and 
steady demand will stimulate further 
price increases. The average price of 
resale housing in the province rose 
by 1.5 per cent in 1995 and is ex- 
pected to rise another 1.5 to 2 per 
cent in 1996. This price movement 
will convince many homeowners that 
1996 is the right time right to sell and 
will result in a modest increase in 
the supply of homes for sale in the 
province. 

Saskatchewan’s new housing 
construction market has in recent 


amounted of land suitable for lower- 
priced homes. Rising resale prices are 
closing the gap between newly built 
and existing housing. This promises 
to increase the share of new starter 
homes in the future. New housing 
construction in rural Saskatchewan 
has slowed in response to rural-urban 
population shifts. With agricultural 
employment expected to stabilize in 
1996, rural construction in the prov- 
ince will remain at or near 1995 lev- 
els. The drive to build condominium 
housing will continue in 1996 and 
1997. Builders are closely monitoring 
the supply of completed and unoccu- 
pied condominiums, and new con- 
struction will slow to reflect lagging 
sales. Despite this, a number of new 
projects have already begun in 1996 
in response to demand from empty- 
nesters and retirees for maintenance- 
free homes.@ 


industry in Saskatchewan will remain 
healthy, but expansion will no longer 
be expected. 


years been restricted to move-up 
buyers. Builders are attempting to 
respond to new demand from starter 
home buyers, but there is a limited 
Rental activity to be 
heavy 


Key Provincial Indicators 


Rental markets will be hard pressed SASKATCHEWAN 1995 1996) 1997) 
to meet demand generated by migra- Real GDP (% Change) 19 07 71 
tion from rural areas and other prov- 

inces. These new households are Etployments Ya Change) 0.7 1.7 Il 
mainly lower-income, requiring Unemployment Rate (%) 6.9 6.2 6.0 
rental or affordable resale housing. Housing Starts (Units) 

Transitory workers, students and Total 1702 1700 1700 
other non-permanent households also 

require rental housing. Low vacancy mipeles tee) i 1350 
rates will increase average rents in Multiples 361 oS 350 
most centres. Notwithstanding the MLS Sales (Units) 7349 10D 7500 
scarcity of rental housing and pros- Average MLS Price (Dollars) 73796 75000 76000 


pects of higher rents, developers are 
hesitant to build new rental stock 
until investment returns are proven 


SOURCES: CMHC, Canadian Real Estate Association and Statistics Canada. 
(F) Forecast by CMHC. 
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Alberta 


by Laurie Scott and Karla Spilsted 


Highlights 


| # Economy maintains status quo 


m= Lower mortgage rates to fuel 
sales in 1996 


m High inventories slow 
multi-family starts 


Housing markets fail to 
rally in fourth quarter 
Alberta followed the national slow- 
down in housing markets in 1995. 
Residential construction across the 
province dropped 21 per cent, to the 
lowest level since 1991. 

Home sales declined in response 
to higher and more volatile interest 
rates, a slower economy, and higher 
inventories in some centres. Employ- 
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ment uncertainty created by restruc- 
turing and cutbacks reduced con- 
sumer spending, particularly for 
housing. Even falling interest rates 
during the fourth quarter failed to 
revive sales. 

Alberta’s economy has been 
adjusting to significant provincial 
government spending cuts and public 
sector layoffs. Edmonton, which has 
taken the brunt of the downsizing, for 
the second year in a row saw a sub- 
stantial decline in activity, with hous- 
ing starts down by 38 per cent. 
Calgary fared better, with demand 
underpinned by corporate relocation 
and positive net migration. An over- 
supply of condominiums in both cen- 
tres dampened multiple-family starts 
throughout the year. Southern com- 
munities, however, demonstrated con- 
siderable interest in new multi-family 
projects during the fourth quarter. 

Resale markets finally turned the 
comer in the second half of the year. 
Slow sales and high inventories had 
kept price increases in check, and in 
some cases even produced price de- 
clines. In rental markets, performance 
varied throughout the province. 
While rising migration was key to 
lower rates in Calgary, outflows left 
Edmonton in double digit vacancies 
for the entire year. In smaller centres, 
rental markets saw vacancies declin- 
ing in most cases. The lowest va- 
cancy rates in the province are in 
Brooks, where expansion has brought 
new tenants into the market, and 
Grande Prairie. 
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1996-97 Outlook 


Economy to grow 
marginally for the next 
two years 

After two years of relatively strong 
growth, Alberta’s economy stalled 
slightly in 1995. Despite the slow-- 
down, the province still managed to 
turn in one of the best growth rates in 
the country. Our forecast suggests 
only modest improvement as some 
sectors surge ahead while others re- 
main stagnant. As a result, GDP will 
expand by 2.5 and 2.6 per cent over 
the next two years. 

A lower Canadian dollar and a 
stronger U.S. economy will continue 
to support strong export growth and 
manufacturing. A surprising per- 
former is the agricultural sector. Last 
year, for the first time ever, Alberta 
boasted the highest farm cash re- 
ceipts of any province. Strong grain 
prices will continue to support rural 
communities over the forecast 
period; however, lower prices will 
pull down cattle markets. 

As well, the energy sector will 
continue to experience a healthy, 
albeit lower, level of drilling over the 
next two years as prices remain low. 
Pipeline constraints are limiting the 
ability of producers in Alberta to 
transport gas to market and work off 
the excess supply. Additional invest- 
ment will support this sector as heavy 
oil expansion is renewed in 1996. As 
a result, employment will grow by 
almost 2 per cent over the forecast 
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period, increasing provincial migra- 
tion to 18,000 by 1997. 

Consumers are for the most part 
left out as a major source of provin- 
cial growth. Government layoffs 
combined with private sector restruc- 
turing have left consumers with flat 
or negative income growth at a time 
when their debt loads are extremely 


high. For the province as a whole, the 


lack of consumer confidence means 
that housing demand will continue to 


suffer. The only market segments that 


will experience increased volume 
will be those that are not currently 
oversupplied. 


continue to show only modest 
improvement. 

Resale markets will see modest 
gains accelerating in the second quar- 
ter and continuing to the end of the 
year. Stronger migration will also 
increase demand, particularly in 
Edmonton, where the amalgamation 
of several Canadian Forces bases into 
CFB Edmonton will start bringing 
people back to the area for the first 
time since 1992. Calgary has man- 
aged to avoid some of the slowdown 
over the past two years and is poised 
for a modest increase in over the next 
two years as the economy grows and 
migration remains steady. Overall, 
provincial MLS sales will rise by 10 
per cent to 32,000 units this year and 
by an additional 5 per cent in 1997. 
Average prices will post | per cent 
increases in both years, rising to 
$117,000 by 1997. 

New residential construction will 
see little change this year and next, as 
slow sales and surplus inventories 
result in little positive growth. Single- 
family starts will be the bright light, 
posting a modest increase after three 
years of declines. Lower inventories 
in both Edmonton and Calgary will 
also help prop up the market; how- 
ever, starts will continue to be limited 
by competitive resale markets and 
stalled consumer demand. Single 
starts will rise by only 11 per cent to 


11,200 units in 1996, and by an addi- 
tional four per cent to 11,700 in 1997. 
The multi-family market will be 

characterized by lower starts this 
year. In 1995, inventories of com- 
plete and unsold units in both 
Edmonton and Calgary continued to 
rise despite a 24 per cent drop in con- 
struction activity. As of December, 
there were approximately 1,000 units 
in Edmonton, and Calgary is expect- 
ing the completion of some 1,300 
units in first six months of 1996, 
bringing the total inventory up to 
almost 1,600. As a result, multiple 
construction overall will decline this 
year by 19 per cent. Prices will also 
suffer where inventories are concen- 
trated and have been on the market 
for some time. Some modest improve- 
ment will occur in 1997, as additional 
demand prompts a 3 per cent increase 
in starts. 

Rental market conditions will re- 
main much the same over the forecast 
period. Vacancy rates fell in most cen- 
tres in 1995, with Edmonton being 
the exception. Double digit vacancies 
will persist there until fall 1996, with 
only modest improvement over the 
next two years. In Calgary, migration 
again lowered vacancies in 1995, and 
gradual improvement will push 
vacancies to a low of 3 per cent in 
1997. & 
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Key Provincial Indicators 


Housing markets sete ca 1996” 997” 
moving to a new reality Real GDP (% Change) 2.8 26 2.6 
In the short term, purchasers are not Employment (% Change) 2.7 1.8 1.9 
expected to improve their attitude Unemployment Rate (%) 7.8 Tied 18S 
toward spending in general, and hous- Housing Starts (Units) 

ing specifically. With the bulk of first- meat 13906 14300 14900 
time buyer demand satisfied, markets ; 

are relying more on second-time pur- Sinizles 10096 11200 11700 
chasers. However, some potential sec- Multiples 3810 3100 3200 
ond-time purchasers may still find it MLS Sales (Units) 29098 32000 33500 
gel icin oxistine Dome.) Average MLS Price (Dollars) 114772 116000 117000 


As a result, low interest rates and 
prices will contribute to a stronger 
spring market, but overall sales will 


SOURCES: CMHC, Canadian Real Estate Association and Statistics Canada. 
(F) Forecast by CMHC. 
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by Helmut Pastrick 


Highlights 


m Sales stall 
m= Slower demand growth 


m Affordability much improved 


Sales stall in fourth 
quarter 

Housing sales stalled over the last part 
of 1995 after a robust resurgence in the 
spring and summer. A rise in mortgage 
rates and uncertainty surrounding the 
Quebec referendum put many potential 
buyers on the sidelines. This weaker 
performance cast some doubt as to 
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British Columbia 


whether the market was turning around. 


Meanwhile, new construction con- 
tinued to plunge. Total housing starts 
were pulled down by large reductions 
in condominium apartment construc- 
tion. There were some tentative signs 
of stabilization in single-family hous- 
ing starts by year end. But no relief 
from the two-year-long contraction is 
expected until unsold inventory 
levels are much lower. 

Completed and unsold inventory 
of new units edged down in the 
fourth quarter. A year-end surge in 
apartment condominium completions 
pushed inventory to a record high. 
However, based on the supply pro- 
file, the inventory cycle will be head- 
ing downwards throughout most of 
the forecast period. This bodes well 
for future construction activity. 

Housing prices remained on a 
downward track because of a supply- 
demand imbalance. Prices finished 
the year about 10 per cent lower than 
at the start. A record high level of list- 
ings on the resale and new housing 
markets puts pressure on prices in 
this hesitant sales environment. In the 
resale market, listings outnumber 
sales by about eight to one, which 
signals a buyer’s market. A stable 
market balance is about five to one. 

This market adjustment process, 
which began almost two years ago, 
advanced further in the past quarter. 
Less new construction and lower 
prices were the industry’s watch- 
words. The key for the market this 
year will be increased sales and a 
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reduction of supply to price- 
stabilizing levels. 


1 996-97 Outlook 


Slower economic and 
population growth 

The slower growth of the B.C. econ- 
omy will continue in 1996, though a 
modest increase is expected next 
year. Exports have been the strongest 
sector of the economy, but this 
growth engine is beginning to sputter. 
Domestic demand, which was grow- 
ing strongly before housing went into 
recession, continues to languish. 

The performance of external 
economies and the currency takes on 
greater importance under current 
conditions. The economy in the U.S., 
B.C.’s largest export market, is ex- 
pected to grow more slowly in 1996. 
This means fewer forestry exports 
and less tourism. Contributing to this 
slower export picture is an appreciat- 
ing currency. On the plus side, Japan 
will be coming out of its economic 
doldrums. It will join other rapidly 
growing economies of the Asia- 
Pacific to bolster exports. 

Employment growth is slow. Last 
year, it fell under 2 per cent, well 
below its long-term average. 
Prospects for this year are somewhat 
bleaker; growth is forecast to be 
closer to 1 per cent. Wage and salary 
increases will continue to be moder- 
ate. With unemployment stuck at 
around 9 per cent, labour force 
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B.C.’s Housing Cycle 


The housing recession that began in 1994 has been one of the longest in modern 
history. This was in stark contrast to the previous short but sharp recession in 1990. 
The 1990 recession was followed by an equally sharp rebound. What can be 
expected this time and how might it unfold? - 


The housing cycle can be broken down into four interrelated sub-cycles: sales, 
starts, inventory, and price. The accompanying graph ahows MLS residential sales, 
housing starts, and newly completed unsold inventory cycles for B.C. during the two 
most recent recessions. Each series is indexed at its cycle peak to facilitate compari- 
son. The sales cycle peak is the reference point. 


The 1990 recession was remarkable for its short duration and the intensity of its con- 
traction. Sales volume dropped 40 per cent in just over two quarters. Housing starts 
followed one quarter later and dropped by a similar amount over a four-quarter span. 


Equally remarkable was the subsequent recovery phase. Sales shot up quickly and 
housing starts followed three quarters later. Unsold inventory declined after sales 
had been rising for two quarters. Demand conditions were very favourable at that 
time. Migration was high and rising, and employment growth was recovering from a 
slowdown period. 


The 1994 recession was much longer and eventually more severe. The sales cycle 
went steadily downwards for four quarters before improving in the spring of 1995. 
Housing starts, which had been running at record highs, went into a contraction that 
has reached nine quarters, one of the longest on record. Starts peaked two quarters 
before sales when financing requirements were tightened. 


Housing starts are still dropping even though sales have turned up and unsold inven- 
tory has passed its peak. The difference in this cycle can be attributed to weaker 
demand and supply conditions: Sales are up by about 20 per cent less than at the 
same point in the 1990 cycle. Another key factor constraining starts is the much 
higher level (about 25 per cent) of unsold inventory. 


The housing demand outlook holds the key for the strength and duration of the 
recovery phase. Slowing employment and population growth are probable during 
1996, and the economy may accelerate modestly in 1997. The main impetus will 
have to come from lower mortgage rates, lower prices, or a combination of the two 
(the affordability factor). Almost certainly, the demand conditions that generated the 
strong rebound following the 1990 recession are not likely. 


The important affordability factor should drive sales higher during the forecast 
period. While many first-time buyers opted for ownership during the last recovery, 
more are now waiting on the sidelines. The impact on the market of first-time buyers 
is greater than their numbers since spin-off sales occur. Higher sales volume will 
eventually lead to a recovery in starts and prices, but the 1996 recovery phase will 
be quite moderate by previous cycle standards. 


Starts, and New Inventory Cycles 
Series Peak = 100; Sales peaks 1989:Q4 and 1994:Q1 
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SOURCE: CMHC. 
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growth is also slowing down. A 
reduction in migration is also contrib- 
uting to slower labour force growth. 

Another element in the labour 
market is the negative effect that 
downsizing and job shedding have on 
consumer confidence. Highly public 
reports of job cutbacks can make 
existing job holders more tentative in 
their spending. Obviously, in such an 
environment, housing sales are 
adversely affected. 

Migration flows will continue to 
diminish in B.C. in 1996. Interprovin- 
cial migration to the province is 
down considerably, as fewer people 
are arriving from Alberta and Ontario 
and more people are leaving. This 
large drop is not being offset by 
international migration. Fewer immi- 
grants have come since the national 
annual target levels were lowered in 
late 1994. 

Housing is directly affected by 
these reduced flows. Fewer housing 
sales occur and rental demand grows 
at a lesser pace. The downshift in 
population growth means a downshift 
in new construction levels. With 
slower demand growth, it will take 
longer to deplete unwanted inventory. 
Clearly, the housing market will need 
stimulus from some other factor. 

Fortunately, mortgage rates will be 
giving a boost to housing sales this 
year. Rates have come down since 
December and the prognosis is good 
for further cuts. However, according 
to the experts, higher rates are in the 
offing by 1997. 


Affordability best in 
two years and 
improving 

Homes in B.C. are more affordable 
now than in the past couple of years; 
with lower mortgage rates and hous- 
ing prices, they will become even 
more affordable in 1996. 

Housing sales volume is forecast 
to rise this year by 15 per cent. This 
will be a most welcome development 
for sellers, who have endured one of 


the bleakest markets in many years. 
A sustained improvement in 
affordability has always led to more 
sales, though the timing has varied. 
A pickup in sales is critical if the 
oversupply of housing is to be elimi- 
nated and prices are to stabilize. 

_ Lower-priced products and those 
aimed at first-time buyers will be per- 
forming the best. They are the most 
sensitive to affordability conditions. 
The existing market will benefit the 
most from a resurgence in first-time 
buyer activity. Lower priced new 
housing, such as condominium apart- 
ments, also stands to gain. However, 
the upper end of the market will 
likely remain slow. Sales to off-shore 
buyers are not expected to come out 
of their slump this year. 

_ Increased purchases by first-time 
buyers make it easier for empty- 
nesters to sell their older, underutil- 
ized houses. In turn, sales of new 
condominiums to this market should 
increase. 

_ The buyer’s market is expected to 
prevail until about mid-year or possi- 
bly as long as autumn. Supply on the 
market will steadily diminish and 
sales volume will be higher. This will 
mark an important turn in the price 
cycle and signal coming price 
stabilization. 

Housing construction will tend to 
mirror the price cycle. Further reduc- 
tions in the first half of this year will 
be followed by some firming in hous- 
ing starts in the second half. For the 
year, total housing starts are pro- 
jected to fall about 15 per cent. 

The prospects are brighter for 
single family, semi-detached, and 
townhouse construction geared to the 
people looking for affordable hous- 
ing. There is much less oversupply in 
these markets, and inventory cycles 
peaked a few months ago. When 
coupled with a good sales outlook, 
construction is expected to increase. 

Another positive development in 
Vancouver, with its high land costs, is 
the emergence of the small house on 


a small lot. This type of suburban 
housing development will be coming 
on the market in ever greater num- 
bers throughout the forecast period. 
Initial market acceptance has been 
very good. 

The situation is much different in 
new apartment condominiums, where 
there are a great number of excess 
units and the inventory cycle only 
recently hit its peak. Construction 
will decline throughout most of this 
year and this will be the last housing 
type to see more construction. 

Financing for new construction is 
still tight: lending requirements are 
stringent, and a great deal of caution 
is being exercised by lenders. Once 
the market shows a sustained sales 
upturn and price stability emerges, 


lenders will want to do more business. 


Loose rental market conditions, 
which began in 1995, are expected to 
continue. The shift of renters to first- 
time ownership will accelerate this 
year. Growth in rental demand, which 
traditionally comes from interprovin- 
cial migration and labour force 
growth, is going to be much slower. 

In sum, the housing cycle is fore- 
cast to turn upward this year. The 
sales and inventory cycles are going 
in favourable directions. Housing 
starts and price cycles will soon 
follow. The long recessionary phase 
will come to an end. 


Home Purchasing Affordability 
BRITISH COLUMBIA 


(income/payments ratio) 
2.4 . 


88 89 90 91 92 93 94 95 


SOURCE: CMHC. 
NOTE: Based on average B.C. MLS residential price, 


75% loan, 5 yr. term, 30% GDS. A rise in the ratio 


indicated improving affordability. 


The strength of the upturn depends 


on the extent of housing demand 
growth. The assumptions used in the 
1997 forecasts call for a modest 
increase in economic activity and an 
average migration performance 
against a backdrop of slightly higher 
interest rates. Forecast housing sales 
and starts volumes in 1997 are there- 
fore only moderately higher. @ 
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Key Provincial Indicators 
BRITISH COLUMBIA 


Real GDP (% Change) 
Employment (% Change) 
Unemployment Rate (%) 
Housing Starts (Units) 

Total 

Singles 

Multiples 
MLS Sales (Units) 
Average MLS Price (Dollars) 


195 
2.6 
Led 
9.0 


21057 
11581 
15476 
58082 


221860 


1996 1997) 
oy) oe 
1.2 1.8 
8.8 8.9 
23400 25600 
12800 14000 
10600 11600 
66800 70000 
207000 211000 


EEUU 
SOURCES: CMHC, Canadian Real Estate Association and Statistics Canada. 


(F) Forecast by CMHC. 
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Housing Starts 


Total 
(units and annual per cent change) 


Loo Wee 1993 1994 19> 1996) 1997) 
NFLD 2836 224 | 2405 2243 ig 1575 1550) 
% -12.6 219.9 a9 -6.7 2200) -8.0 -1.6 
PEI 53 644 645 669 422 425 410 
%o -27.4 LG 0.2 Shy -36.9 0.7 -3.5 
NS als 4673 4282 4748 4168 3800 4000 
%o -7.0 -9.7 -8.4 OD “12.2 -8.8 218) 
NB 2812 3310 3693 3203 2300 2450 2800 
% 70 13 EG -13.3 -28.2 6.5 14.3 
QUE 44654 38228 34015 34154 21885 22200 23100 
%o Sal -14.4 -11.0 0.4 -35.9 1.4 4.1 
ONT 52794 DO 2 45140 46645 35818 39000 41000 
Yo keg) 5.6 -19.1 33 2a ace dal 
MAN 1950 23.10 2425 Sy il 1963 2150 2450 
% -40.9 18.5 5.0 Sallie -38.6 OS 14.0 
SASK 998 1869 1880 2098 1702 1700 1700 
% -29.6 87.3 0.6 LEG -18.9 -0.1 0.0 
ALTA 12492 18573 18151 7692 13906 14300 14900 
%o -27.5 48.7 -2.3 -2.5 -21.4 Digs: 4.2 
BC S1875 40621 42807 39408 21057, 23400 25600 
% -13.2 27.4 5.4 -7.9 -31.3 ah3%5 9.4 
CAN 156197 168271 155443 154057 110933 *111000 ATT 7500 
% -14.0 Pah -7.6 -0.9 -28.0 On ow, 


SOURCE: CMHC. 
(F) Forecast. 
* Total does not add due to rounding. 
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Housing Starts 


Singles 


(units and annual per cent change) 


[ 1991 1992 1993 1994 1995 1996) 1997) 
NFLD 2135 1611 1559 1455 1165 1100 1050 
% 135 -24.5 32 26.7 -19.9 -5.6 -4.5 
PEI 376 421 460 454 364 375 365 
%o ye) 12.0 9.3 a3 -19.8 3.0 OF 
NS 2604 3232 3126 3358 3040 2900 3000 
% -28.4 24.1 mere 7.4 -9.5 -4.6 3.4 
NB 2154 2391 2535 2547 1722 1900 2200 
% 0.8 11.0 6.0 0.5 -32.4 10.3 15.8 
QUE 22531 18564 17136 18414 13428 13950 14500 
% -9.7 -17.6 hel WB OA 3.9 3.9 
ONT 26290 27868 26240 30036 20124 24500 26000 
% z18.9 6.0 58 14.5 -33.0 27 6.1 
MAN 1589 1683 1874 2441 1564 1700 1950 
% -44.2 5.9 11.3 30.3 -35.9 Ra 14.7 
SASK 775 1484 1342 1542 1341 1325 1350 
% od he) 91.5 -9.6 14.9 -13.0 eps 1.9 
ALTA 9778 14125 13040 12671 10096 11200 11700 
% 2%) 44.5 7 -2.8 -20.3 10.9 4.5 
BC 18335 21472 17787 16591 11581 12800 14000 
%o ft -0.8 7s 7.2 -6.7 -30.2 10.5 9.4 
CAN 86567 92851 85099 89509 64425 *71800 «76100 
% Pig 72 23°8 5.2 28:0 11.4 6.0 
Multiples 
(units and annual per cent change) 
1991 1992 1993 1994 1995 1996) 1997) 
NFLD 701 660 846 788 547 475 500 
% -9.8 5: 28.2 -6.9 -30.6 =13.2 5.3 
PEI 97 DEX, 185 215 58 50 45 
% -36.6 26.0 217.0 16.2 7310 ei. -10.0 
NS 2569 1441 1156 1390 1128 900 1000 
% 33.7 -43.9 -19.8 20.2 Mes 20.2 ii 
NB 718 919 1158 656 578 550 600 
% 31.5 28.0 26.0 -43.4 -11.9 -4.8 9.1 
QUE 22123 19664 16879 15740 8457 8250 8600 
%o -43 L118 -14.2 -6.7 -46.3 A 4.2 
ONT 26504 27904 18900 16609 15694 14500 15000 
% 2183 53 539.3 =121 “5,5 276 3.4 
MAN 361 627 551 756 399 450 500 
%o ators ial MOA B72 472 {298 111 
SASK 293 385 538 556 361 375 350 
% -32.4 72.6 39.7 3.3 B51 3.9 -6.7 
ALTA 2714 4448 5111 5021 3810 3100 3200 
% 20.6 63.9 14.9 Eis PAR -18.6 oh 
BC 13540 19149 25020 DoS ty 15476 10600 11600 
_  % 258 41.4 30.7 2.8 39° rats 9.4 
CAN 69630 75420 70344 64548 46508 *39300 *41400 
i % 123 8.3 -6.7 39) 279 -15.5 5.3 


SOURCE: CMHC. 
(F) Forecast. 


* Total does not add due to rounding. 
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Housing Starts 


Multiples, by Area and Tenure 


(units) 
ie 
Centres 10,00 Population and Over 
All 
Rental/Co-op Total Total Other Areas 
Private Assisted Rental Condo Other* 10,000+ Areas Total 
le q i 5 
NFLD 
1995 49 0 49 By 447 527 20 547 
1996 10 0 10 100 255) 465 10 475 
1997 50 0 50 120 310 480 20 500 
PEI 
1995 Si 0 51 0 0 ol 7 58 
1996 40 0 40 0 0 40 10 50 
1997 40 0 40 0 0 40 5 45 
NS 
1995 579 0 579 24 414 1017 nig 1128 
1996 450 0 450 0 350 800 100 900 
1997 500 0 500 0 400 900 100 1000 
NB 
1995 359 0 359 16 87 462 116 578 
1996 311 0 311 20 95 426 124 550 
1997 342 0 342 24 102 468 132 600 
QUE 
1995 2641 0 2641 PB 2965 TTL 680 8457 
1996 2550) 0 2550 1850 3100 7500 750 8250 
1997 2700 0 2700 2050 3000 7750 850 8600 
ONT 
1995 547 2945 3492 5661 6147 15300 394 15694 
1996 1400 900 2300 5700 6150 14150 350 14500 
1997 1900 0 1900 6400 6300 14600 400 15000 
MAN 
1995 0 0 0 oa fe 26 299 100 399 
1996 35 0 a5 275 30 340 110 450 
1997 45 0 45 300 35 380 120 500 
SASK 
1995 33 0 33 281 6 320 4] 361 
1996 Sip) 0 35 275 10 320 Ep) 318 
1997 35 0 35 255 10 300 50 350 
ALTA 
1995 196 0 196 2562 358 3116 694 3810 
1996 200 0 200 2000 250 2450 650 3100 
1997 200 0 200 2100 250 2550 650 3200 
BC 
1995 843 350 1193 12769 672 14634 842 15476 
1996 650 250 900 8550 550 10000 600 10600 
1997 600 200 800 9450 650 | 10900 700 __| _11600 
CAN 
1995 5298 3295 8593 24582 11122 43503 3005 46508 
1996 5681 1150 6831 20020 10890 36491 2759 **39300 
1997 6412 200 6612 21649 11057 38368 3027 **41400 


SOURCE: CMHC. 
1995 Actual, 1996-97 Forecast. 

* Includes homeowner and unclassified units. 
** Total does not add due to rounding. 
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Housing Starts 


Total New House Price Index* 
(annual per cent change) 


1991 1992 1993 1994 1995 1996) 1997) 

ST. JOHN’S 72 0.8 0.1 0.4 0.1 0.0 0.4 
HALIFAX ti) ig 3.0 2.8 2.9 2.0 os 
SAINT-JOHN | 0.9 0.9 On 0.1 a0 0.5 0.7 
QUEBEC CITY 2.8 0.8 -0.3 “0:5 0.8 0.5 0.7 
MONTREAL 0.6 0.1 0.8 0.6 0.8 0.5 0.8 
OTTAWA -0.4 0.1 -0.6 0.2 ails 0.2 1.0 
TORONTO ibe | -4.4 224 -0.2 0.7 20.7 -0.7 
HAMILTON -5.9 =3.6 216 -0.3 ah On 0.8 
ST. CATHARINES 23:5 24 2 -4.0 -0.8 -0.6 -0.3 
KITCHENER as 23° 0.8 -2.6 sO -0.3 0.8 
LONDON 0.5 0.2 -0.1 0.2 oy 0.0 1.4 
WINDSOR -0.0 E(t “05 0.1 fed 1.4 16 
SUDBURY- 0.3 -0.5 1.9 1.4 0.2 0.5 0.8 
THUNDER BAY 

WINNIPEG 20:2 201 3.5 3.4 15 17 1.9 
REGINA 2.4 4.6 55 3.9 al 25 2.0 
SASKATOON -0.8 0.5 3.4 15 0.9 2.0 2.0 
CALGARY Da) 0.6 3.1 OA 0.8 0.8 tel 
EDMONTON pp 0.9 3 0.9 21-3 1.0 1.0 
VANCOUVER =e 8.8 ey -0.6 a) EAU) 4.0 
VICTORIA a1 65 4.9 3.0 -0.9 -8.6 0.5 1.4 
CANADA -6.9 0.0 ee 0.1 AND 20.3 12 

L 


SOURCE: Statistics Canada. 
(F) Forecast by CMHC. 
* Includes both house and land components. 
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Total Residential Sales 


(units and annual per cent change) 


1991 1992 1993 1994 1995 1996) 1997) | 
NFLD 1892 1829 1867 1873 1655 1725 1775 
% 5,3 a} aa 0.3 -11.6 4.2 2.9 
PEI 764 604 654 599 476 500 480 
%e 3.0 -20.9 8.3 -8.4 -20.5 5.0 -4.0 
NS 5811 6958 7180 7140 7019 6500 6700 
% -4.3 19.7 3.2 -0.6 =i eA call 
NB 3259 3550 3483 3339 3496 3600 3725 
% 7 8.9 aD =4.] 4.7 3.0 3.5 
QUE 28005 31946 31875 33575 29824 33500 33500 
% a2 14.1 0) Oe) 12 128 0.0 
ONT 126143 131380 121558 130358 115501 120000 120000 
% 227) 4.2 =i 72 =A 3.9 0.0 
MAN 9521 11383 10556 10825 9749 10000 10150 
%o 1.8 19.6 7.3 Us -9.9 2.6 1.5 
SASK 6505 7829 7375 7459 7349 73d 7500 
% 1.6 20.4 e508 1.1 Al 0.4 i 
ALTA 34360 38545 37024 32512 29098 32000 33500 
% 3.9 22 -3.9 12 =105 10.0 4.7 
BC 84554 93564 80919 75270 58082 66800 70000 
%o 45.7 10.7 21355 TO -22.8 15.0 4.8 
CAN** 300814 327588 302491 302950 262249 *282000 *287300 
%o 20.4 8.9 hal 0.2 -13.4 eS 1.9 
Average Residential Price 
(dollars and annual per cent change) 
1991 1992 1993 1994 1995 1996) 1997) 
NFLD 90822 91590 91242 91698 89525 90500 91000 
% 2.4 0.8 -0.4 0.5 24 ial 0.6 
PEI 71033 75570 72421 78753 73803 74000 73000 
% 25 6.4 42 8.7 -6.3 0.3 air 
NS 86462 87684 88965 91109 89788 90900 91800 
% Or 1.4 £5 2.4 aie kD 1.0 
NB 80897 82478 84951 84149 83993 82750 84750 
% 4.0 2.0 3.0 -0.9 -0.2 5 2.4 
QUE 102795 102311 102447 102242 98837 100000 101000 
% 2.0 0:5 0.1 -0.2 338 12 1.0 
ONT 173723 162827 157671 161166 155003 157000 159000 
% ile) -6.3 3 22 -3,8 1.3 1.3 
MAN 80445 80686 81739 83761 81897 83000 84000 
% 0.6 0.3 1.3 De <0 1.3 2 
SASK 67697 68406 70698 72738 73796 75000 76000 
% 18 1.0 3.4 2.9 ihe 1.6 13 
ALTA 111482 113558 117085 117336 114772 116000 117000 
% 2.6 1.9 3.1 02 2 a 0.9 
BC 168235 189999 211992 229514 221860 207000 211000 
% 6.7 12.9 11.6 8.3 33 -6.7 1.9 
CAN** 149749 150753 153583 158878 150713 *149600 *152100 
%o 4.4 0.7 1.9 3.4 250 =) Bs) 


SOURCE: The Canadian Real Estate Association. 
(F) Forecast by CMHC. 

* Total does not add due to rounding. 
** Excludes Yukon and Northwest Territories. 
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Vacancy Rate 


Apartment Structures of Three Units & Over 


Privately Initiated, by Metropolitan Area 


(per cent) 
1994 1995 1996 1997 
*Number of 
Units APR OCT APR OCT OCTS)) (OCR) 

CALGARY 47930 6.3 arall 4.6 3.6 oo 3.0 
CHICOUTIMI- 
JONQUIERE 8190 333 6.3 a 6.0 hw BS, 
EDMONTON 64748 9.1 8.9 10.2 10.2 9.0 6.9 
HALIFAX 32073 hee 12 72 Teal 7.9 hae 
HAMILTON 43282 98) 24 2.4 2.0 1.8 1.6 
KITCHENER 25930 4.2 2.8 2.6 22 Ns ea 2.0 
LONDON 39674 4.7 4.1 3.9 4.3 4.0 Sal 
MONTREAL 453451 6.4 6.8 5.8 6.2 6.0 5.8 
OSHAWA 11085 4.1 3.4 2:6 Pes) 222 1.8 
OTTAWA 60772 ZO 2.6 3.4 3.8 SE 2.8 
HULL: 18378 4.7 6.6 D160 8.3 ile 7.0 
QUEBEC CITY 71301 Se 6.9 5.6 6.0 Sy) se 
REGINA 12088 4.1 3.2 3.3 2a led 20 
ST. CATHARINES- 
NIAGARA 16631 6.0 0 4.9 532 4.9 4.3 
SAINT JOHN 7939 sal 8.0 8.8 8.6 8.8 9.0 
ST. JOHN’S 4727 10.6 Teal 9.1 10.8 Jal) 11.0 
SASKATOON 17676 4.0 1.8 23 1.0 15S 2.0 
SHERBROOKE 23503 6.2 8.0 Ow 6.2 5.8 5.4 
SUDBURY 10832 Sel 4.3 ow 6.0 aS 5:6) 
THUNDER BAY 5346 4.4 4.1 6.4 62 6.2 5.9 
TORONTO 298962 1.8 1, 1.0 0.8 0.5 O38 
TROIS-RIVIERES 16023 6.3 7.4 Abie, a2, 6.3 5.6 
VANCOUVER 106754 1.4 0.8 13 1 iP: 1.8 
VICTORIA O4551 3.0 1.9 4.1 35 a2 2.9 
WINDSOR 14738 210 1.6 ibs) 1.8 1.0 1:3 
WINNIPEG 55468 5.4 5.6 4.7 5.4 5H at 
CANADA** 1492052 4.6 4.6 4.2 4.3 4.1 3.8 


SOURCE: CMHC. 
(F) Forecast . 


* Total number of units in October 1995. 
“ Weighted average of Metropolitan areas surveyed. 
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Labour Markets 


Employment 


(annual per cent change) 


1991 1992 1993 1994 1995 1996) 1997) 
NFLD = eke -4.4 -0.5 0.5 125 -2.0 -1.0 
PEI -3.6 1.9 0.0 5.) 5.4 0.0 -2.5 
NS -2.1 -2.9 -0.8 355 Pel 0.8 Os) 
NB -1.7 leg! 1.0 0.7 25 1.4 has) 
QUE -2.3 -1.0 0.4 PLD) 15 1 1.0 
ONT -3.5 -0.9 1.8 1.4 1.4 0.8 13 
MAN -2.3 -1.6 oe 0.4 20 13 1.3 
SASK 0.0 -1.5 0.9 0.4 OF ty Vea 
ALTA b0 -0.4 0.9 32 ed) 1.8 1.9 
BC 123 21 2.9 4.0 hee 12 1.8 
CAN -1.9 -0.6 ie Zak 1.6 Feb 3 
Unemployment Rate 
(per cent) 
1991 1992 1993 1994 1995 1996) 1997) 
NFLD 18.3 20.2 20.1 20.4 18.3 19.6 19.4 
PEI 16.9 17.9 18.1 Heh 14.7 15-0 et 
NS 12.0 18.2 14.7 Toss 12.1 11.8 12.0 
NB 12.8 12:8 12.6 12.4 Ris 11.4 ties 
QUE 12.0 12.8 132 12.2 LS 10:9 10.9 
ONT 9.6 10.9 10.6 9.6 8.7 8.6 8.4 
MAN 8.9 9.7 5 o2 deo (Ab nO 
SASK pn 8.2 8.0 7.0 6.9 6.2 6.0 
ALTA es, o5 OF 8.6 VR: Ba nO 
BC 10.0 LOsS 977 9.4 9.0 8.8 8.9 
CAN 103 Rix | 10.4 o> O33 9.2 


SOURCE: Statistics Canada. 
(F) Forecast by CMHC. 
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Demographics 


Total Net Migration* 
(number of persons) 


| 1991 1992 1993 1994 1995) 1996) eee 
NFLD -271 -910 -3465 -7105 -8000 -8500 -7500 
Pel -308 605 778 1198 935 675 500 
NS 1787 2479 569 -632 2000 3200 500 
NB 245 -436 -393 -562 -1007 -800 -550 
QUE 23297 32866 30165 29 10736 5600 6600 
ONT 68108 952i 76221 62876 104000 99000 102000 
MAN -2524 -1657 -1319 -1473 -100 -500 -750 
SASK -7098 -4422 -3104 -3024 -675 -825 -525 
ALTA 16876 15570 8890 1953 14700 17000 18000 
BC 62978 UWE 16251 (TPS) 66500 52400 48400 
CAN** 163090 221018 184593 130495 189089 167250 166675 


SOURCE: Statistics Canada. 
(E) Estimate by CMHC. 
(F) Forecast by CMHC. 
* Sum of the interprovincial migration, international migration, non-permanent residents and returning Canadians. 
** Excludes Yukon and Northwest Territories. 
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Major Housing Indicators 


Seasonally adjusted at annual rates 
(levels and quarterly per cent change) 


94:Q2 94:Q3 94:Q4 95:Q1 952 oH Oe, 95:Q4 
New housing 
Building permits, units, thousands 174.6 149.3 138.8 123.4 Lips 1142 106.¢ 
of ah -14.5 -7.0 -11.1 -9.0 1.8 -7.2 
Housing starts, total, thousands 165.8 155.0 [ag 127.4 108.3 104.7 11 i 
0% ‘ileal -6.5 -8.6 -10.1 -15.0 -3.3 6.1 
Housing starts, singles, thousands 102.7 96.4 jhe 73.3 62.3 61.4 66.8 
0% Swi) -6.1 -21.5 -3.2 -15.0 -1.4 8.8 
Housing starts, multiples, thousands 63.1 58.6 66.0 54.1 46.0 43.3 44,3 
0% -20.4 -7.1 12.6 -18.0 -15.0 -5.9 a_ 
Housing completions, total, thousands 163.4 175.6 1595 134.5 124.4 109.3 109.7 
% 9.1 7.4 -9.2 -15.6 -7.5 -12.2 0.5 
New house price index (1986=100) 136.0 136.0 135.9 135.8 134.8 134.1 1338 
% -0.3 0.0 0.0 -0.1 -0.7 -0.5 -(.¢ 
Existing housing 
MLS resales, units, thousands 3203 27 Aes Pag Al 229.8 2519 299.7 265.5 
% -7.3 -15.1 0.5 -17.3 11.6 19.0 -11.3 
MLS average resale price, $C thousands 159-0 Tool 158.3 [S52 149.7 1525 1508 
% 0.6 0.0 -0.5 -3.9 -1.6 Wo -1 
Mortgage market 
Mortgages outstanding, $C billions S225) SPAS. 530.) 3337. 334.5 236.0) 
% 2el 1.6 0.9 0.9 O2 0.7 
Mortgage approvals, $C billions 76.6 Ste 56.3 44.9 S00 6327 
% -2.6 -23.9 -3.3 -20.3 12.6 26.0 
1-year mortgage rate, per cent* 8.28 8.38 8.50 9.63 8.50 7296 TA 
5-year mortgage rate, per cent* 9.92 10.30 10.10 10.34 8.96 8.80 8.5: 
Residential investment** 
Total, $1986 billions See. 322 Si 29.3 25 Zi 27 
% - 4.3 -5.1 -3.1 -6.1 -4.2 -2.0 -2.( 
New, $1986 billions 16.1 15.8 14.6 ENG 12.3 Li if 
a a 8.0 -1.9 -7.4 -6.7 -10.0 -9.9 -9.$ 
Alterations, $1986 billions a) 10.7 10.6 10.8 10.3 10.1 10. 
% a 4.5 -2.6 -1.3 2.0 -4,3 -2.1 ei 
Transfer costs, $1986 billions 6.9 5 6.0 4.9 55 6.4 oe 
% -3.8 -16.6 5:2 -19.1 12.4 16.0 16.( 
A IY ison Re) 140.1 138.7 139.3 141.9 139. 
% 0.1 02 0.4 -1.0 0.4 Eo I 


.. Figures not available. 


* All indicators are seasonally adjusted except 1- and 5-year mortgage rates. 


SOURCES: CMHC, Statistics Canada, Bank of Canada, The Canadian Real Estate Association. 


** Residential i i j j 
ential investment includes outlays for new permanent housing, conversion costs, the cost of alterations and improvements, supplementary costs, and transfer costs. 
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NATIONAL HOUSING OUTLOOK 


Housing improves at 
beginning of 1996 
Increased housing activity was 
evident everywhere at the begin- 
ning of 1996. Sales of existing 
homes bounced back from the pre- 
ceding quarter, reaching 291,400 
units across the country, up from 
265,800 in the closing quarter of 
1995. 

Some of that activity could be 
seen in the new home market. 
Starts of single-detached homes 
increased from 65,500 units 
SAAR to 69,100, for the second 
quarterly gain in a row. However, 
the multiple segment could not 
improve because of high condo 
inventories and rental apartment 
vacancies. Multiple starts have 
remained at substantially the same 
level since the spring of 1995, at 


acreased activity at the 
eginning of 1996 

lousing Starts and Residential MLS* 
ales — Canada 


ousands of units, SAAR) 
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Multiple Listing Service (MLS) is a registered 
certification mark owned by the Canadian Real 
Estate Association. 
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an annual rate of 43,500 units. 
Total housing starts rose for the 
second consecutive quarter, reach- 
ing an annual rate of 112,600 units. 

Another positive development 
was the apparent end of the price 
erosion that had made resale 
homes strongly competitive with 
new homes. In six provincial mar- 
kets, average resale prices clearly 
broke from the low points reached 
in the spring of 1995. The excep- 
tions, however, were the three larg- 
est provincial markets and New 
Brunswick. 

A combination of moderate 
demand for new homes and very 
low construction levels helped 
shrink some inventories that are 
still in excess. The number of 
new and unoccupied dwellings de- 
clined both for single and multiple 
dwellings, although inventories 
still remain high for the latter 
group, mainly condominium units. 


Economic Outlook 


Economy continues to 
grow at moderate pace 
We foresee moderate growth for 
the Canadian economy as a result 
of two diverging trends. Stimulat- 
ing the economy and providing 
good momentum will be exports 
and business investment. Positive 
trends in the U.S. economy and a 
rebound in overseas economies 
should bring more demand for 
Canadian products. Strong 
demand and good profits should 
keep feeding the investment boom 
that has been a key feature of the 
Canadian economy through most 
of the 1990s. 


In contrast, growth will be 
slowed down in the near term by 
government budget policies that 
aim to restore fiscal balance. At 
the same time, consumers are 
working to repair their personal 
balance sheets: spending is 
expected to lag behind income 
growth as individuals try to 
increase their savings. 


ee 
The economy’s 
expansion will 

continue to translate 
into gradually 

stronger job 

markets. . . . 

a 


On balance, economic growth 
as measured by the GDP is ex- 
pected to rise by approximately 
2.0 per cent this year, with a 
slightly faster pace of 2.5 to 3 per 
Cent tO], 

The economy’s expansion will 
continue to translate into gradually 
stronger job markets, as it has 
since the middle of 1995. The 
unemployment rate is expected to 
come down with the rise in total 
employment of almost 2 per cent 
per year in 1996 and 1997. This 
should also lift consumer confi- 
dence back to levels that have a 
positive influence on housing 
demand. 

Two key unexpected develop- 
ments took place on financial 
markets in the first few months of 
the year. First, bond yields began 
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Mortgage rates will remain lower 
than in 1994-95 


(in %) 


1-Year 3-Year 5-Year 


SOURCE: Bank of Canada; 1996-97 CMHC forecast 


to back up in February, turning 
around much faster than had gener- 
ally been expected in the U.S. and 
in Canada. This was called an 
anticipatory move by markets: 
expecting stronger growth and a 
higher inflation in the U.S., inves- 
tors were less interested in long- 
term bonds and required higher 
yields. 

The second surprise was that 
Canadian short-term rates fell 
below the equivalent U.S. rates for 
the first time since 1983. The 
action, initiated by the Bank of 
Canada, was prompted by slow 
domestic economic growth, a 
strong dollar, the positive effect of 
| lower public sector deficits and an 
inflation rate consistently below 
that of the U.S. 

These developments on finan- 
cial markets are affecting our 
mortgage rate outlook in two 
ways: the expected increase in 
rates is earlier, but it is not as 
large or as long lasting as we ear- 
lier thought. As a result, the five- 


, 


year mortgage rate is expected to 
average 8.8 per cent this year and 
next, down from 9.2 per cent last 
year. For the one-year rate, the 
expected average for this year is 
7.4 per cent this year and 7.8 per 
cent in 1997. This will also be 
lower than last year’s actual aver- 
age of 8.4 per cent. 


— = (<sec ie 
Advances in starts of 
single-detached 
dwellings... 
indicate that the 
worst is over for the 
new construction 


market. 


Sh 
Housing Outlook 


Brighter prospects for 
single-detached homes 
Advances in starts of single- 
detached dwellings in the two 
most recent quarters indicate that 
the worst is over for the new con- 
struction market. Progress from 
this point, however, is likely to be 
very slow, at least this year. The 
healthy current level of activity in 
the resale market is likely to ease 
when mortgage rates rise as 
expected later this year. 

There is positive support from 
several directions. If the pace of 
economic activity accelerates as 
expected, higher employment lev- 
els will gradually result. Mortgage 
rates are lower than they have 
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been in the last two years, and 
although they are expected to go 
up, the rise should be limited. The 
resale market has been more 
active for several quarters now. 
Finally, inventory is still shrink- 
ing, especially for single- and 
semi-detached homes. 

The key problem is lagging 
demand. Some time will be 
needed before higher employment 
levels start lifting consumer opti- 
mism. Improvement is coming, 
but it should be slow. The resale 
market provides an indication. 
Although sales have improved 
with favourable interest rates, 
current sales are still below the | 
peak levels reached earlier during — 
the 1990s. : 

Total housing starts are forecast | 
to reach 112,300 this year, essen- : 
tially the same level as in 1995. 
Next year, we expect starts to in- 
crease somewhat to 119,100 units 
as aresult of the cumulative im- 
pact of improving economic condi- 
tions and active resale markets. 

In spite of the improvement, 
construction figures for single- 
detached homes remain low this 
year. The total is expected to 
reach 72,200 units, up 12.1 per 
cent from a low of 64,425 in 1995. 
A further moderate gain, to 76,800 
units, is expected next year. The 
gains will be mostly in Ontario, 
British Columbia and the Prairies. 

Multiple construction is 
expected to suffer a further drop 
this year, with starts falling 13.6 
per cent to 40,200. Building will 
slow further because of high inven- 
tories of new condo units and high 
vacancies in the rental market. 

The exceptions this year will be 
Manitoba and New Brunswick, 
where construction will be up 
slightly. Next year, multiple starts 
are expected to rise by 5.2 per 
cent, to 42,300 units. 


While new construction is not 
expected to rebound significantly 
until 1997, the resale market 
should post an enviable advance 
this year, to 286,400 units, up 9.2 
per cent from 1995. A further, 
moderate increase to 293,500 
units is expected for next year, as 
higher mortgage rates, particularly 
at the beginning of the year, will 
cap the recovery. Although these 
levels of activity are an improve- 
ment over 1995, they remain 
lower than the levels reached dur- 
ing each year between 1991 and 
1994, itself an indication of short- 
fall in demand. 

The average MLS price is ex- 
pected to remain around $150,000 
this year and next, not much differ- 
ent from 1995. The relatively 
stable national average is the net 
result of moderate advances in 
most provinces and a continued 
correction in the B.C. market. 


Regional Outlook 


Best outlook in Ontario 
and Prairie region 

The Ontario market can expect a 
significant increase overall, with 
total starts rising nearly 9 per cent 
to 39,000 units this year and still 
further in 1997. While demand is 
improving, it remains slow: there 
will be a fairly limited rise of 6.5 
per cent in MLS sales this year 
and 1.6 per cent in 1997. The 
starts forecast is mostly a reflec- 
tion of a market with very lean 
supplies — low vacancy rates, low 
inventories and few projects under 
construction. In such an environ- 
ment, any increase in demand 
requires more starts. It is mainly 
single-detached starts that will 
contribute to higher construction 
activity. 


In British Columbia, the adjust- 
ment from the peak level of activ- 
ity of the last two years is not 
completed. High inventories of 
condominium units and the com- 
pletion of more projects will cause 
a significant drop in starts of 
multiple units this year before 
they stabilize in 1997. Demand for 
single family homes is rising, and 
with inventories under control, 
new construction will increase 
somewhat this year and next. 
Total starts are expected to drop 
by 12 per cent to 23,900 this year 
before rising somewhat in 1997. 

In Quebec, there is still a good 
backlog of demand, but abundant 
supplies mean that most of that 
demand can be satisfied with cur- 
rent inventories. As a result, new 
construction is expected to be up 
only marginally this year and 
next, offsetting only a small part 
of the drop in activity suffered in 
1995. A brighter spot will be the 
impact of continuing demand by 
first-time buyers on the resale 
market. Unit sales are expected to 
jump 14 per cent this year, with a 
further advance in 1997. 

In the Prairie region, good 
demand in Alberta will boost new 
construction both this year and 
next, mainly for single-family 
homes. A surplus inventory of 
condominium units will result in a 
further construction drop for this 
type of dwellings. The prospects 
in Saskatchewan and Manitoba 
point to limited improvement in 
demand. New construction will do 
slightly better in the latter prov- 
ince following the huge drop 
suffered last year. 

New Brunswick is expected to 
show the best performance in the 
Atlantic region this year after a 
difficult year in 1995. Nova Scotia 
has experienced a delayed cycle, 
and new construction is expected 
to fall again this year. Markets in 
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Brighter prospect for 
single-detached homes 
Housing starts by type — Canada 
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Newfoundland and Prince Edward 
Island are expected to be fairly 
stable following a sharp drop in 
1995. This pattern reflects the end 
of construction of major invest- 
ment projects. ™ 
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NEWFOUNDLAND 


Housing markets benefit 
from improved 
affordability 


Housing demand recorded healthy 
growth during the early part of 
1996. This reflected improvement 
in both affordability and consumer 
optimism. With both new and 
existing homes recording gains 
from a year earlier, the increase in 
demand was broad based. 
Residential construction had its 
best performance in three years, 
thanks to favourable weather con- 
ditions and reduced inventories of 
new single-detached homes. As a 
result, housing starts significantly 
outpaced those in the first quarter 
of 1995. Given the outlook for 
continued high levels of out-migra- 
tion and further cutbacks in gov- 
ernment spending, these gains are 
not likely to be sustained for the 


remainder of the year. While hous- 
ing starts are expected to post 


_ slight gains this year, at 1,800 


units, activity will remain at low 
levels. 

The existing homes market also 
posted a solid performance during 
the first quarter, with total provin- 
cial MLS sales jumping more than 
37 per cent over the dismal 1995 
showing. Pent-up demand and an 
abundant supply of affordable 
housing contributed to the surge 
in existing house sales. The 
substantial shift in home buying to 
the early part of the year will limit 
activity in the second half. MLS 
sales are forecast to increase to 
1,800 units in 1996. More sales in 
the move-up market and improved 
affordability will result in a 1.0 
per cent rise in the average MLS 
house price. 

Persistently high out-migration, 
a weak job market and the full 
effects of government cutbacks 
implemented in 1996 will con- 
tinue to suppress demand for new 
housing next year, with starts 
expected to decline to 1,675 units. 
In contrast, MLS sales next year 
are forecast to remain substan- 
tially unchanged from 1996 levels 
as the resale market continues to 
benefit from cost advantages 
associated with the purchase of 
existing homes. 


PRINCE EDWARD 
ISLAND 


New construction is 
steady on the Island 


New home construction and the 
resale market are off to a much 
better start this year than last, but 
the current pace is not expected to 
continue all year. Therefore, the 
forecast has not changed dramati- 
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cally since the first quarter. 
Higher average resale prices are 
expected because more expensive 
homes are selling well in most 
locations. Expensive homes con- 
tinue to move slowly, but excel- 
lent prices and lower mortgage 
rates are encouraging buyers to 
get as much house as possible. 


— ll 
Higher average 
resale prices are — 

expected in P.E.I. | 
because more | 
expensive houses are 
selling well. 

_ = &#3§—~—U 


The employment level in P.E.I. 
will remain similar to that of 1995 
until the middle of next year, 
when fixed link activity will be 
winding down. In the last half of 
1997, a combination of direct and 
indirect job losses will cause a 
drop in employment of almost 4 
per cent. Consumers are expected 
to be cautious until they see what — 
happens after the link project is 
completed. A number of smaller 
developments will begin over the 
next three years. The time be- 
tween link construction shutdown 
and the start of other projects will — 
have a significant influence on 
consumer confidence. 


‘NOVA SCOTIA 


First-time buyers are 
active in Nova Scotia 


The year began at a relatively 
brisk pace for the housing 
industry. Threatened increases in 
mortgage rates and a March 31 
deadline for the Provincial Sales 
Tax (PST) Rebate Program pres- 
sured consumers into making 
decisions during a season which is 
often slow. 

Although existing home sales 
broke records in the first quarter 
of 1996, activity is expected to 
slow down for the rest of the year 
and to mirror the pattern set in 
1995. The forecast continues to 
call for slight declines overall in 
1996 and 1997. Average prices are 
unchanged or are declining 
slightly as first-time buying 
activity continues to lead pricing 
in the market. 

The resale market has been 
especially attractive for first-time 
buyers. In spite of continued low 
consumer confidence, many have 
taken advantage of historically 
low mortgage rates to purchase 
modestly priced houses. Activity 
at the middle and upper end of the 
market is somewhat sluggish, par- 
ticularly for high priced homes. 
This weakness at the high end of 
the market is pushing prices down 
and broadening the selection of 
housing for buyers who wish to 
move up or satisfy changed needs. 

During the first quarter of 1996, 
builders taking advantage of the 
PST Rebate Program were rela- 
tively busy putting in footings and 
lot sales were brisk. However, 
building permit activity is at a his- 
torically low level and two long- 
time contractors went bankrupt. 
Still, construction is expected to 
maintain a steady pace during the 
second quarter, and building is 


forecast to stay on track for 3,800 
units in 1996. 

The wild cards in the provincial 
housing outlook are the recent tax 
change announcements. It is not 
yet clear how extending the PST 
rebate on housing into 1997 and 
brodening the tax base early next 
year will affect housing demand. 
However, if anything, these 
changes will encourage potential 
home buyers to make their deci- 
sions this year, before the tax 
advantages are lost. 

As a result of increasing rental 
vacancy rates, apartment construc- 
tion is slowing. The start dates for 
many proposed projects have been 
delayed while developers search 
for viable market segments. Pro- 
jects in prime locations and those 
aimed at specific niche markets 
stand the best chance of success in 
the long term. 


NEW BRUNSWICK 


Busy resale market will 
stimulate new building 


Realtors across the province are 
busier this spring than they have 
been in years. The large selection 
of homes at discounted prices is 
bringing many home buyers off 
the sidelines. A strong flow of 
homes onto the market has pushed 
the inventory of active listings to 
near-record highs and kept prices 
down. As robust sales continue 
into the summer months and selec- 
tion dwindles, prices will begin to 
recover. Sales will remain up 9 
per cent for the year despite an 
autumn lull in buying activity as a 
result of higher interest rates. 
After a slow spring in the new 
construction market, home build- 
ers will play catch-up for the rest 
of the year. Bargain prices for 
existing homes will frustrate early 
season efforts to market new 
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homes and it will be summer be- 
fore builders get busy. While first- 
time buyers will be out shopping 
again this year, equity-rich, move- 
down clients will be increasingly 
showing up in the order books. 
Demand by these clients for row 
and other multi-family housing 
forms will keep developers busy 
looking for well-located building 
sites. Rising vacancy rates in 
many rental markets, however, 
will keep the lid on apartment con- 
struction this year. 


QUEBEC 


Slight recovery to start 
the year 


The residential construction sector 
is gradually becoming less lethar- 
gic. The number of housing starts 
rose in Quebec for the third con- 
secutive quarter. With an increase 
of 3.8 per cent, home building 
rose from 21,200 units in the last 
quarter of 1995 to 22,000, at the 
seasonally adjusted annual rate 
(SAAR) in the first quarter of 
1996. 


Housing Starts 
Quebec and Ontario 
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A greater proportion of residen- 
tial development is taking place in 
towns and villages. Rural areas 
now account for 33 per cent of 
new home building, compared 
with 15 per cent ten years ago. 
This trend includes intensified 
construction in resort areas and 
rural zones near traditional urban 
centres. During the first quarter of 
this year, the number of new hous- 
ing units in rural areas jumped by 
34 per cent, while urban centres 
posted a 30 per cent decline. 

We are continuing to forecast 
modest growth in new home build- 
ing, to 22,200 units in 1996 and 
23,100 units in 1997, mainly 
smaller single-detached, semi- 
detached and row houses priced at 
under $110,000. Rental and condo- 
minium construction will be 
reduced because large surpluses of 
existing apartments remain for 
rent and sale. 

A slight improvement in the 
resale market over the past few 
months has given new hope to 
many sellers. Traditionally, this 
market has been able to take imme- 
diate advantage of interest rate 
declines, and the first few months 
of the year are always more 
active. After increasing by 35 per 
cent during the first quarter of this 
year, sales activity will revert to a 
more sustainable pace over the 
next few months. MLS sales for 
this year are estimated at 34,500 
units, which will represent a 15 
per cent gain over last year. The 
potential for MLS price growth, 
however, will be limited to only 
1.0 per cent per year because 
many homes are on the market 
and the greatest demand is for less 
expensive houses. 


ONTARIO 


Housing will pick up 
moderately 

The number of Ontario’s first 
quarter home starts moved down, 
in sharp contrast to those in the 
rest of Canada. A significant 
increase in single-detached starts 
reflected stronger resale activity. 
However, that increase was offset 
by declines in multiple starts and 
rural construction. A good part of 
the decline in multiple starts was 
in Toronto, where recent job 
growth has been sluggish and 
bricklayers were on strike. 

Ontario’s government 
announced a land transfer tax 
rebate of up to $1,725 to first-time 
buyers purchasing new homes by 
March 31, 1997. The rebate on a 
typical new starter home priced at 
about $150,000 will be $1,225. 

It is likely to have a limited 
stimulative effect on new home 
construction. 

Housing starts will pick up 
moderately in the next two years 
as jobs increase and consumer con- 
fidence grows. There is a limited 
supply of completed and unoccu- 
pied homes and homes under 
construction, so residential 
construction can be expected to 
increase as demand improves. 
Single starts will rise the most, 
even though higher mortgage rates 
next year will slow their pace of 
growth. 

Multiple starts will dip this year 
as assisted rental construction 
drops off. Falling vacancy rates 
will stimulate private rental 
construction, and condominium 
construction will edge up in 
response to stronger sales and 
lower inventories. Increases in 
private rental and condominium 
starts will not be enough to offset 
the reduction in assisted housing. 
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Housing demand has been 
weak, especially in light of moder- 
ately high net migration to the 
province. One reason is that new 
immigrants, who comprise the 
largest component of migration, 
typically rent first and move into 
home ownership only after several 
years. 

Another reason for weak 
demand relates to income and job 
patterns. Jobs in the 1990s have 
not kept up with population 
growth; and, while job creation 
progressed at a good pace in the 
first quarter, it was mostly part- 
time work. Private sector job crea- 
tion over the next two years will 
be partially offset by the substan- 
tial job losses that will follow re- 
ductions in government spending. 

Excellent affordability and low 
mortgage rates have boosted sales 
of resale homes. While the pace 
will taper off in the second half of — 
the year, the total number of re- } 
sales in Ontario will be higher this 
year. Average resale home prices 
will increase modestly, at less 
than the general rate of inflation. 


MANITOBA 


Upturn in resales paves 
way for resurgence of new 
construction 


Housing starts failed to ignite in 
Manitoba during the first quarter, 
as harsh weather conditions and 
wary consumers kept demand in 
low gear. Total starts dropped by 
nine per cent, with improved mul- 
tiple activity helping to counter 
the lower number of singles. 

On the bright side, the provin- 
cial economy continued to gener- 
ate new jobs, and resale markets 
showed a positive turnaround 
from last year’s slow first quarter. 
In Winnipeg, average resale prices 
climbed by over 4.0 per cent 


between January and March with a 
resurgence in sales of trade-up 
homes priced in the $125,000 to 
$150,000 range. Greater absorp- 
tion also helped builders whittle 
away at an inventory of unsold 
new singles that had plagued them 
throughout much of the second 
half of 1995. Further improvement 
will be limited by government 
cutbacks at all levels and resulting 
concerns over job security and 
income growth. 

New housing activity will 
improve substantially during the 
second quarter, although severe 
spring flooding will keep some 
communities off balance during 
April. With resales on the up- 
swing and new inventories headed 
downward, stronger construction 
can be expected in most communi- 
ties. As well, falling interest rates 
will help to keep the cost of home 
ownership affordable. 

While single starts in the prov- 
ince will rise to 1,700 units this 
year, production in the Winnipeg 
CMA will barely exceed 900 as 
the city continues to experience a 


busing Starts 

anitoba and Saskatchewan 
iits) 
500 


00 


)00 


00 


00 
1991 92 93 94 95 96 97 


MANITOBA —=SASKATCHEWAN 


JRCE: CMHC. 
5-97 Forecast. 


reduced proportion of activity. 
Multiple starts will see modest 
gains although the percentage 
increases will appear impressive. 
Life lease and condominium 
projects targeted at seniors will 
dominate multiple activity both 
this year and in 1997. Move-down 
buyers will also spur activity in 
condo bungalows and semi- 
detached units in Winnipeg and 
Brandon. Resales will pick up 
throughout the year, and prices 
should rise as move-up sales 
improve. 


SASKATCHEWAN 


Resale and new home 
markets very active at 
beginning of 1996 

Healthy gains in the natural 
resource and manufacturing indus- 
tries resulted in increased eco- 
nomic activity in Saskatchewan 
during the first quarter of 1996. 
The returns from a strong year in 
agriculture also became evident 
early this year. Despite the 
increased economic activity, 
employment for the province 
declined by 3,000. Declines in 
agriculture and transportation 
were only partially offset by job 
growth in other primary and 
manufacturing sectors. 

Despite job losses in the first 
quarter, strong economic activity 
in the province boosted the confi- 
dence of consumers enough to 
bring them into the housing mar- 
ket. The resale market, which 
ended 1995 on a slow note, experi- 
enced a 21 per cent increase in 
sales for the first quarter. Leading 
the way were Regina with 672 
sales and Saskatoon with 683. 
With the year’s good start, resale 
activity should reach 7,375 by 
year end. House prices in 
Saskatoon, which topped $83,000, 
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— lO 
Even with the harsh 
weather, home 
builders in 
Saskatchewan were 
active and starts 
were up. 
a 


resulted in a provincial increase of 
6.8 per cent, to $74,621. 

Even with the harsh weather 
through much of the quarter, 
home builders in Saskatchewan 
were active and there were 324 
starts, up from 144 in 1995. A 
strong local economy in Saska- 
toon, riding a wave of consumer 
confidence, contributed 180 of the 
324 homes built in the province. 
Activity also rose significantly in 
rural Saskatchewan: rising farm 
incomes and a strong natural 
resource sector led to 88 housing 
starts during the quarter, up from 
a historic low of only six starts 
last year. Even when residential 
construction in Saskatoon begins 
to slow later this year, there will 
be increased activity around the 
province, and 1,700 starts are 
expected in 1996. 


ALBERTA 


Robust spring sales 
season boosts new and 
resale markets 


Alberta housing markets showed a 
solid recovery in the first quarter 
despite record cold temperatures. 
The recovery was led by the MLS 
market, which experienced a 30 
per cent increase in volumes over 
the same period last year and a 


3.0 per cent increase in prices. 
Starts were slower and ended the 
first quarter down 2.0 per cent 
from last year, but rising traffic in 
show homes promises a strong 
spring sales season in new con- 
struction as well. Markets are be- 
ing supported by the re-emergence 
of move-up buyers who were side- 
lined by higher mortgage rates and 
bleak employment prospects last 
year. 

Confidence returned to Alberta 
this year, especially in Edmonton, 
where provincial government re- 
structuring is for the most part 
complete, and the expansion of 
CFB Edmonton will provide a 
much-needed lift to housing 
demand. Increased demand for 
housing across the province has 
helped reduce new and resale 
inventories to more reasonable 
levels than existed at the same 
time last year. 

The outlook for the Alberta 
economy has improved since our 
first quarter forecast. The an- 
nouncement of several large-scale 
projects will increase employment 
significantly during the balance of 
1996 and into 1997. Construction 
is scheduled to begin on heavy oil 
projects in the Cold Lake and Fort 
McMurray areas this year, with in- 
vestment to total over $3.5 billion 
over the next five to ten years. 
Central Alberta will benefit from 
the investment of some $2 billion 
on petrochemical projects begin- 
ning next year. Stronger prices for 
both oil and gas have increased 
investment, and over 11,000 new 
wells are expected in 1996. Migra- 
tion to the province is showing 
much improved performance, a 
pattern we expect to continue for 
several years. 

As aresult, we expect much 
more buoyant markets. Resale 
markets will increase 17 per cent 
this year, as low interest rates and 


, 


prices make housing very attrac- 
tive to purchasers. Favourable 
economic conditions and a 
strenghtening resale market will 
boost single-family starts by 13 
per cent. Construction of new con- 
dominiums, however, will remain 
suppressed by the weight of per- 
sistently high inventories of un- 
sold units and result in an 11 per 
cent decline in multiple activity. 
The outlook will continue to im- 
prove in 1997, as inventory reduc- 
tions and more solid economic 
performance raise both resale and 
new activity. Demand for rental 
housing will improve as well, as 
migration strengthens and new 
jobs entice people back to Alberta. 


BRITISH COLUMBIA 


Moderate sales recovery 
unfolding 


Housing sales volume has been 
rising at a moderate, though some- 
times faltering, pace since drop- 
ping to a cycle low about a year 
ago. Stop-and-go sales have 
followed mortgage rate ups and 
downs, while slower economic 
and population growth has 
resulted in a below-average 
recovery. 

Affordability has improved in 
the past year: mortgage rates and 
housing prices are lower, and first- 
time buyers are now a driving 
force behind the emerging sales 
recovery. However, because these 
buyers are very sensitive to mort- 
gage rate swings, the market is 
quite vulnerable. 

A near-record supply of hous- 
ing on the market outnumbers 
sales by a wide margin, about 
seven to one. This imbalance 
causes prices to decline, and there 
has been a gradual and steady ero- 
sion since prices peaked in 1994. 
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Market conditions are excellent 
for buyers but poor for sellers. 

Housing construction is at low 
levels as builders and developers 
continue to make progress in 
reducing unwanted inventory. 
New unsold inventory is past its 
peak for this cycle and is steadily 
falling. The inventory adjustment 
process has the farthest to go in 
apartment condominiums. In con- 
trast, more new construction is 
beginning in single-family hous- 
ing and row condominiums. 

The demand outlook is clouded 
by the mortgage rate hikes antici- 
pated over the next several months 
that will be only partially offset 
by lower housing prices. Clearly, 
these developments will worsen 
affordability and slow down sales. 
As a result, construction of apart- 
ment condominiums will decline 
further and ground-oriented hous- 
ing starts will likely sputter. The 
prognosis for 1997 is somewhat 
better, as declining mortgage rates 
are expected, along with an im- 
proved economic growth rate and 
reduced housing supply.™ 


Housing Starts 
Alberta and British Columbia 
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Housing Starts 


Total 
_ (units and annual per cent change) 


1991 1992 1993 1994 1995 1996) 1997) 
NFLD 2836 Aah 2405 2243 1712 1800 1675 
% 41246 -19.9 5.9 6G 0347 bal -6.9 
PEI 553 644 645 669 422 425 410 
% Peo A 16.5 0.2 3.7 -36.9 0.7 -3.5 
NS 5173 4673 4282 4748 4168 3800 4000 
% BO -9.7 -8.4 10.9 SIDES -8.8 5.3 
NB 2872 3310 3693 3203 2300 2500 2850 
% 7.0 15.3 11.6 213.3 80 8.7 14.0 
QUE 44654 38228 34015 34154 21885 22200 23100 
% peal -14.4 ico 0.4 -35.9 1.4 4] 
ONT 52794 55112 45140 46645 35818 39000 41000 
% aT 5-7 5.6 -19.1 3.3 hyp) 8.9 pl 
MAN 1950 2310 2425 3197 1963 2150 2450 
% -40.9 18.5 5.0 31.8 -38.6 9.5 14.0 
SASK 998 1869 1880 2098 1702 1650 1700 
% -29.6 87.3 0.6 11.6 218.9 Esai 3.0 
ALTA 12492 18573 18151 17692 13906 14900 16300 
% 715 48.7 2053 225 244 fal 9.4 
BC 31875 40621 42807 39408 27057 23900 25600 
% ata 274 5.4 7.9 -31.3 mites Tal 
CAN | 156197 168271 155443 154057 110933. = *112300 ~=——*119100 
% -14.0 Pal a6 -0.9 -28.0 ih 6.1 


SOURCE: CMHC. 
(F) Forecast. 
* Total does not add due to rounding. 
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Housing Starts 


Singles 
(units and annual per cent change) 


| 1991 1992 1993 1994 1995 1996") 1997) 
NFLD 2135 1611 1559 1455 1165 1275 1125 
% NES 22415 Be) -6.7 -19.9 9.4 Elis 
PEI 376 421 460 454 364 375 365 
% 59g) 12.0 9.3 a1 -19.8 3.0 oy, 
NS 2604 3232 3126 3358 3040 2900 3000 
% RTA 24.1 a363 TA -9.5 -4.6 3.4 
NB 2154 2391 2535 2547 1722 1900 2200 
% 0.8 11.0 6.0 0.5 e324 10.3 15.8 
QUE 22531 18564 17136 18414 13428 13879 14500 
% -9.7 -17.6 Te WS roel 3.4 4.5 
ONT 26290 27868 26240 30036 20124 24500 26000 
% 218.9 6.0 58 14.5 -33.0 natal 6.1 
MAN 1589 1683 1874 2441 1564 1700 1950 
I -44.2 5.9 (1:3 30.3 -35.9 9) 14.7 
SASK 775 1484 1342 1542 1341 1325 1350 
% -28.7 91.5 -9.6 14.9 -13.0 =e . 1.9 
ALTA 9778 14125 13040 12671 10096 11500 12400 
% -29.2 44.5 xo 8 22.8 -20.3 13.9 Ts 
BC 18335 21472 17787 16591 (1584 12800 13900 
% -0.8 17.1 Sif) 2607 302 10.5 8.6 
CAN 86567 92851 85099 89509 64425 *72200 *76800 
% Biio4 eS -8.3 5.2 -28.0 (24 6.4 
Multiples 
(units and annual per cent change) 
1991 1992 1993 1994 1995 1996") 1997) 
NFLD 701 660 846 788 547 525 550 
% -9.8 -5.8 DAs -6.9 -30.6 -4.0 4.8 
PEI Al 223 185 215 58 50 45 
% -36.6 26.0 17-0 16.2 773.0 Biase -10.0 
NS 2569 1441 1156 1390 1128 900 1000 
% 33.7 -43.9 -19.8 20.2 -18.8 220.2 1 
NB Tis 919 1158 656 578 600 650 
% 31.5 28.0 26.0 -43.4 119 3.8 8.3 
QUE D123 19664 16879 15740 8457 8321 8600 
% Nes) alia =14.2 -6.7 -46.3 -1.6 3.4 
ONT 26504 27904 18900 16609 15694 14500 15000 
% Ips 5.3 23938 SOON 255 -7.6 3.4 
MAN 361 627 551 756 399 450 500 
% -19.8 Ei Eh 87.2 Da) 12.8 ie 
SASK 223 385 538 556 361 325 350 
% -32.4 72.6 39.7 3.3 a 5et -10.0 Ta 
ALTA 2714 4448 5111 5021 3810 3400 3900 
% -20.6 63.9 14.9 a1r8 -24.1 -10.8 14.7 
BC 13540 19149 25020 22817 15476 11100 11700 
% 25,8 41.4 30.7 -8.8 239.0 -28.3 5.4 
CAN 69630 75420 70344 64548 46508 *40200 *42300 
| % 2102 S38 -6.7 oe) 279 -13.6 50 


SOURCE: CMHC. 
(F) Forecast. 
* Total does not add due to rounding. 
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Total Residential Sales 


(units and annual per cent change) 


a 1991 1992 1993 1994 1995 1996) 1997) 
NFLD 1892 1829 1867 1873 1655 1800 1800 
% 5:3 -3.3 2.1 0.3 SG 8.8 0.0 
PEI 764 604 654 599 476 500 480 
% 3.0 -20.9 8.3 an 220.5 5.0 -4.0 
NS 5811 6958 7180 7140 7019 6900 6800 
% -4.3 19.7 3.2 -0.6 Bie 7 ae 
NB 3259 3550 3483 3339 3496 3800 3800 
% as 8.9 -1.9 4A 4.7 Sai 0.0 
QUE 28005 31946 31875 33575 29824 34000 34500 
% -0.2 14.1 40D 5.3 i es 14.0 1.5 
ONT 126143 131380 121558 130360 115512 123000 125000 
% eal 4.2 27.5 72 Elid 6.5 1.6 
MAN 9521 11383 10556 10825 9749 10000 10150 
% 1.8 19.6 efe3 2.5 -9.9 2.6 1.5 
SASK 6505 7829 7375 7459 7349 7375 7500 
% 1.6 20.4 e578 er ies 0.4 he 
ALTA 34360 38545 37024 32512 29098 34000 36500 
% 3.9 123 -3.9 2190 105 16.8 7.4 
BC 84554 93564 80919 75270 58082 65000 67000 
% 45.7 10.7 evs 27.0 520.8 11.9 3.1 
CAN** 300814 327588 302491 302952 262260 *286400 *293500 
% 20.4 8.9 7 0.2 mia 9.2 2.5 
Average Residential Price 
(dollars and annual per cent change) 
1 1991 1992 1993 1994 1995 1996) 1997) 
NFLD 90822 92137 91243 91697 89525 90500 91000 
% 2.4 1.4 AG 0.5 -2.4 is 0.6 
PEI 71033 75570 72422 78753 73807 76000 75000 
% 5 6.4 wD) 87 -6.3 3.0 1 
NS 86462 87685 88965 91109 89788 91000 92000 
% Dl 1.4 1.5 2.4 =i4 1.4 1.1 
NB 80897 82478 84951 84149 83993 83000 84000 
% 4.0 2.0 3.0 -0.9 -0.2 Ae 12 
QUE 102795 102311 102447 102242 98837 100000 101000 
% 2.0 =0.5 0.1 Ne) e303 12 1.0 
ONT 173723 162827 157672 161165 154997 156000 158000 
% =e) -6.3 39 ND) -3:8 0.6 1.3 
MAN 80445 80686 81739 83761 81897 83500 84500 
% 0.6 0.3 1.3 Ds 5) 2.0 1.2 
SASK 67697 68406 70698 72738 73796 75000 76000 
% ais 1.0 3.4 2.9 1.5 1.6 1.3 
ALTA 111482 113558 117085 117336 114772 117500 119500 
% 2.6 1.9 Bri 0.2 208 2.4 iz] 
BC 168235 189999 211992 229514 221911 215000 212000 
% 6.7 12.9 11.6 8.3 3333 Safi “14 
CAN** 149749 150756 153583 158878 150722 *150500 *151200 
% 4A 0.7 1.9 3.4 a 0.1 0.5 


SOURCE: The Canadian Real Estate Association. 
(F) Forecast by CMHC. 

* Total does not add due to rounding. 
** Excludes Yukon and Northwest Territories. 
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Major Housing Indicators 


Seasonally adjusted at annual rates 
(levels and quarterly percentage change) 


94:Q3 94:Q4 95:Q1 95:Q2 95:Q3 95:Q4 96:Q1 
New housing 
Building permits, units, thousands 149.4 139.0 124.4 112.6 114.4 LOs.9 130.8 
Jo -14.5 -7.0 -10.5 -9.5 1.6 -7.4 23.4 
Housing starts, total, thousands ens ed 138.9 1225 106.8 104:2 110.3 112.4 
Jo -7.1 -10.8 -12.0 -12.7 -2.4 59 24 
Housing starts, singles, thousands 93.9 Teed. 69.8 61.3 60.6 63) 69.1 
%o -5.9 -17.9 -9.5 -12.2 It 8.1 5. 
Housing starts, multiples, thousands 61.8 61.8 5255 A55 43.6 44.8 43 = 
% -8.8 0.0 -15.0 -13.3 -4.2 2.8 -2.9 
Housing completions, total, thousands 5-6 1595 134.5 124.4 109°3 10977 114.1. 
% 7.4 -9.2 -15.6 -7.5 e122 0.5 4.0. 
New house price index, 1986=100 136.0 (359 135.8 134.8 134.1 133.3 x 
% 0.0 0.0 -0.1 -0.7 -0.5 -0.6 
Existing housing 
MLS resales, units, thousands 268.6 276.6 20 5a 254.9 297.6 268.5 291.4 | 
%o -17.0 3:0 -17.6 es 16.8 -9.8 8.5 
MLS average resale price, $C thousands 160.6 157.8 151.0 149.0 Hern ls) 150.1 147.3 
%o 0.5 -1.7 -4.4 -1.3 ie) -1.] -1.9° 
Mortgage market 
Mortgages outstanding, $C billions 327-9 330.6 333.4 334.5 336.4 339.4 
%o 1.6 0.8 0.9 0.3 0.6 0.9 
Mortgage approvals, $C billions a0e2 55.4 46.3 a) 6523 54.5 
%o -24.5 -3.2 -16.3 12.6 25.0 -16.5 
l-year mortgage rate, per cent* 8.38 8.50 9:65 8.50 7.96 7.42 6.7m 
5-year mortgage rate, per cent* 10.30 10.10 10.34 8.96 8.80 8.53 8.03 
Residential investment** 
Total, $1986 billions o20 Slo 295 28.1 if Bs 27.0 
% -5.1 -3.1 -6.1 -4,2 -2.0 -1.7 
New, $1986 billions 15.8 14.6 6 12:3 PEI 1 
% -1.9 -7.4 -6.7 -10.0 -9.9 OFF 
Alterations, $1986 billions 10.7 10.6 10.8 10.3 10.1 10.0 
% -2.6 -1.3 2.0 -4.3 -2.1 -1.1 
Transfer costs, $1986 billions a 6.0 4.9 aD 6.4 a9 
% -16.6 Ds2 -19.1 12.4 16.0 -6.6 
Deflator, 1986=100 139.5 140.1 [387 139.3 141.9 1399 
% 0.2 0.4 -1.0 0.4 19 -1.4 


.. Figures not available. 


* All indicators are seasonally adjusted except 1- and 5-year mortgage rates. 


SOURCES: CMHC, Statistics Canada, Bank of Canada, The Canadian Real Estate Association. 


Ee , ors : ? 5 . , 
Residential investment includes outlays for new permanent housing, conversion costs, the cost of alterations and improvements, supplementary costs, and transfer costs. 
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Executive Summary 


With momentum building since the 
beginning of the year, new home 
building activity will exceed the 
1995 level. Total starts are forecast 
to increase by 11 per cent to 
123,000 this year, and rise another 
eight per cent to 132,700 units next 
year. 

Housing markets across Canada 
are generally witnessing better 
supply-demand balance. This, 
combined with good affordability, 
should impart a positive trend to 
new housing starts up to the end of 
next year. Increases, however, will 
remain constrained by slow gains in 
employment and real incomes. 

Progress in the supply-demand 
balance is more advanced in the 
single-detached market. The inven- 
tory of new unoccupied units has 
been shrinking steadily in the last 
year, and reached at mid-year its 
lowest point since early 1988. This 
means it will be more and more dif- 
ficult to satisfy additional demand 
from the standing inventory. 

Developments on the resale 
market also support higher construc- 
tion. The resale market should post 
an advance this year, to 301,300 
units, up 14.9 per cent from 1995. A 
further, moderate increase to 
306,500 units is expected for next 
year, as expected higher mortgage 
rates cap the recovery, particularly 
at the beginning of the year. 

Low inventories and the active 
resale market could play a powerful 
role in fueling the continued recov- 
ery in single-detached construction. 
But, the momentum of the recovery 
will be limited by the job, income 
and confidence picture. Expecta- 
tions in these areas, at least over the 
next several quarters, will lead to a 
moderate increase in single-detached 
starts for the forecast period. 


NEWFOUNDLAND 


The accelerated pace set by the new 
and existing homes market early in 
the year is expected to subside in 
the second half of 1996 as demand 
is reduced by job losses and out- 
migration. Rising inventories of 
newly constructed homes, and an 
oversupplied resale market, will 
also limit homebuilding activity this 
year and in 1997. Housing starts are 
forecast to increase by 2.2 per cent 
in 1996, entirely through gains in 
urban centres. Single-detached 
starts will increase modestly this 
year but will remain well below his- 
torical levels. Multiple starts will 
also increase, largely because of 
strong demand from first-time buy- 
ers and an emerging market for 
seniors’ housing. By 1997, how- 
ever, the full effect of layoffs at the 
Hibernia site and in the public 
sector will be felt, and starts are 
forecast to fall to 1,625 units, the 
lowest level since 1962. 


PRINCE EDWARD 
ISLAND 


P.E.I.’s housing market has 
rebounded with record high employ- 
ment, attractive mortgage rates, and 
a release of pent-up demand. Starts 
will rise to 545 units this year be- 
fore falling to 485 units in 1997. 
Single-detached homes will con- 
tinue to experience growth in urban 
centres in 1996 as good borrowing 
conditions and a surge in demand 
for new homes will encourage the 
speculative market. There will be 
only a slight decline in single- 
detached homes in 1997. In con- 
trast, the rental market is expected 
to remain over-supplied through the 
forecast period. Completion of the 
bridge to New Brunswick spells a 
decline in employment and incomes 


associated with the project. 
Affordability and the tail end of 
pent-up demand will be balancing 
factors against the income and 
employment news. 


NOVA SCOTIA 


The environment for buying homes 
in the province has improved with 
low mortgage rates, affordable 
house prices and financial incen- 
tives. This, combined with employ- 
ment gains during the first six 
months of the year, will increase 
home building to 4,400 units in 
1996. Existing home prices will 
firm up in a range attractive to 
move-up buyers. By comparison, 
the number and proportion of com- 
petitively priced new homes (built 
for under $80,000) will increase. 
Activity is expected to slow to 
3,700 units next year as mortgage 
rates go up and household forma- 
tion slows. Demand for rental units 
is expected to decline as many 
renters move into ownership. 


NEW BRUNSWICK 


Home building activity in the prov- 
ince has gained momentum over the 
first half of 1996. The 50 per cent 
increase in construction in the first 
quarter was followed by a 28 per 
cent rise during the second quarter. 
With rental vacancy rates still well 
above equilibrium levels, the home- 
ownership market is largely driving 
the recovery. Single-family con- 
struction in particular, which sank 
to a record low last year, will 
rebound this year and next. Multiple 
construction will remain close to 
1995’s low levels as employment 
gains remain limited. Total starts 
will increase by 13 per cent to 2,600 
units this year, with a further ad- 
vance to 2,700 units next year. 
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QUEBEC 


A better than expected trend in the 
first half of the year has prompted 
an upward adjustment in the hous- 
ing starts forecast. An 11 per cent 
increase in the total number of hous- 
ing starts, to 24,300 units, is now 
expected for 1996. A further rise of 
13.2 per cent, to 27,500, is antici- 
pated for 1997. Increased activity 
on the new home market is sup- 
ported by rising affordability, a rise 
in existing home sales and more 
lenient economic conditions. In- 
creased migration will provide 
additional support to the housing 
market. Single-detached home 
building will be the cornerstone of 
residential construction perform- 
ance. Multiple construction will 
remain close to 1995 levels but with 
a better balance between supply and 
demand, particularly in the rental 
market. 


ONTARIO 


Total housing starts are expected to 
rise to 42,300 units in 1996 and 
45,000 units in 1997 as jobs in- 
crease and consumer confidence 
grows. Single starts will rise the 
most, even though higher mortgage 
rates later this year and next will 
slow their pace of sales. Multiple- 
family home construction is pre- 
dicted to edge down this year as the 
phase out of government assistance 
to new social housing units reduces 
rental construction. Prospects are 
good for a modest rebound in pri- 
vately initiated multiple-family 
home construction in 1997. The 
challenge to new-home builders is 
to develop housing that appeals to 
first-time buyers. Inventories of 
newly constructed unsold multiple 
units are so low that increases in 
demand will be met with new con- 
struction. Renters in search of cost- 
competitive home ownership 
options will boost private sector 
row house and townhouse starts this 
year. Modest increases in condomin- 
ium starts are anticipated in 1997. 


MANITOBA 


To mid-year 1996, job creation has 
been poor with cutbacks in govern- 
ment, health care and education. 
Nevertheless, the overall positive 


_outlook for economic growth, espe- 


cially in the farm sector, will help 
new housing in Manitoba. Total 
starts will move back above the 
2,000 mark this year, with much of 
the improvement in rural markets. 
Opportunities for new multiple 
construction in suburban locations 
are also set to improve with declin- 
ing vacancy rates and higher de- 
mand. Despite an expected rally in 
the second half, singles activity in 
Winnipeg will struggle to match 
last year’s disappointing tally and 
could approach the record low 
posted in 1981. 


SASKATCHEWAN 


Economic activity in Saskatchewan, 
especially in the resource sector, 
will remain strong for much of 
1996 and 1997. This will help push 
total housing starts above the 2,000 
mark this year with both the single- 
detached and the multiple segments 
contributing to the increase. Im- 
proved consumer confidence and 
job security in move-up buyers will 
be the driving force. A smaller 
price gap between resale and new 
home prices, combined with a short- 
age of listings on the resale market, 
will also allow first-time buyers to 
explore the new home market. Ac- 
tivity will accelerate in outlying sub- 
divisions and smaller centres. 
Despite rent increases in 1996-97, 
rent levels may not convince many 
developers to invest in the construc- 
tion of new rental housing. The 
number of total starts will retreat 
moderately in 1997. 


ALBERTA 


The Alberta economy is poised to 
set the pace for the rest of the 
country over the forecast period on 
the wings of robust exports and 
more vigorous consumer spending. 
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These will translate into greater 
home building. A 15 per cent im- 
provement in residential 
construction is expected this year to 
16,000 units. A further 14 per cent 
gain next year will come from a 
more balanced market with addi- 
tional multiple starts. The single 
family home market will be strong 
over the forecast period, increasing 
25 per cent by the end of 1996 and 
a further nine per cent in 1997. Eco- 
nomic growth in rural areas will 
fuel demand for housing, augment- 
ing strong performance in Calgary 
and Edmonton. Multiple-family 
housing construction this year will 
be dampened by high inventory con- 
cerns in Edmonton and Calgary. 
These concerns are expected to be 
short-lived as the market improves 
and strong multiple construction 
should resume in 1997. 


BRITISH COLUMBIA 


A moderately growing economy 
and a slowdown in population 
growth translate into lower housing 
demand. Housing construction is 
expected to fall this year to 26,750 
units and to revive somewhat next 
year to 29,100 units. These activity 
levels will remain below those seen 
in the early 1990s. New apartment 
condominium construction is 
expected to fall back following a 
temporary surge in the first half of 
1996. The low-rise apartment sec- 
tor, which has fewer unoccupied 
units, will experience some con- 
struction revival in the second half 
of 1997. 

In the new single-family market, 
construction is struggling to reach 
higher levels. The bottom has been 
reached in this cycle, but the gains - 
are modest and will likely remain 
so. The high cost of land is the pri- 
mary obstacle. The more affordable 
alternative to single family houses, 
semi-detached and row units, will 
likely see an increase.m 


NATIONAL HOUSING OUTLOOK 


Canada 


by Gilles Proulx 
and Michel Laurence 


Housing improves during 
the first half of 1996 


Building on the clear momentum of 
the beginning of the year, housing 
markets remained busy throughout 
spring and early summer. Housing 
starts increased strongly in the 
second quarter of the year to a 
seasonally adjusted annual rate of 
124,600 units, up from 112,100 units 
during the first quarter. Sales of 
existing homes rose to an annual rate 
of 303,200 on a seasonally adjusted 
basis during the second quarter of 
1996, a level slightly higher than the 
first quarter rate of 291,100 units. 
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The resale market has now experi- 
enced a fifth quarter of improved ac- 
tivity since the trough of the first 
quarter of 1995. Sustained strong 
activity has coincided with a nearly 
6.0 per cent reduction in new listings 
at mid year. All regions reported 
fewer listings, with the decline rang- 
ing from 4.1 per cent in the Atlantic 
region, to 9.9 per cent in the Prairie 
region. 

As aresult, prices are beginning 
to move up. During the second quar- 
ter, the average price of homes sold 
was somewhat higher than a year 
ago, reflecting a combination of shift- 
ing market activity toward more ex- 
pensive homes and rising prices for 
similar homes. Prices were stable in 
Quebec and Ontario and rose in all 
other regions. 

The new construction market 
provided the clearest signs so far of 
recovery from the 1995 slump. Ear- 
lier increases from the third quarter 
1995 low had been much smaller. 
Starts of single-detached homes 
increased from 69,000 units SAAR 
to 79,400, a third consecutive quar- 
terly gain. Even multiple starts in- 
creased, although moderately, from 
43,100 units SAAR to 45,200, close 
to the same level they have main- 
tained since the spring of 1995. All 
regions contributed to the higher 
level of new construction. 

The new construction market has 
benefited from a sharp reduction in 
inventories of newly completed and 
unoccupied units since the beginning 


of the year. At mid year, the 
inventory of new units stood at its 
lowest level since the beginning of 
1988, an eight-and-a-half-year low. 
While this result reflected much 
lower levels of new construction 
over the past 18 months, it is also 
due to a modest recovery in underly- 
ing demand. 

In this context of slowly rising 
demand, it is not surprising to notice 
that prices have not yet benefited 
from the rebound in activity on the 
new home market. At mid year, the 
New House Price Index was 2.5 per 
cent lower than a year ago. Price 
weakness was widespread, with 15 
out of 20 metropolitan areas showing 
lower prices. 


1996-97 Outlook 


Economy continues to 
grow at moderate pace 


Growth prospects for the Canadian 
economy remain moderately positive 
for the next 12 to 18 months. Govern- 
ment restraint programs which have 
reduced financing requirements, 
along with low inflation, are giving 
the Bank of Canada more ma- 
noeuvring room for setting domestic 
interest rates. In short, the net impact 
of policy adjustments of the last few 
years is turning positive, with the 
benefit of monetary ease beginning 
to offset the cost of fiscal tightness. 

This development is of direct 
benefit to mortgage rates and 
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The Long-Term Housing Outlook: 
Household Growth in Canada and the 
Provinces, 1991-2016 


Demand for housing is the product of many factors, including the 
state of the economy, changing consumer preferences and popula- 
tion trends. This article deals with the effects of population trends. 


Based on the most likely changes in the size, age structure, and liv- 
ing arrangements of the population, CMHC has developed several 
scenarios for housing demand between now and 2016. Although 
some projections suggest a rebound in the number of new house- 
holds over the next five years, all point to fewer new households over 
the long run. 


Smaller increases in the size of the population, combined with an 
aging population, largely explain the moderating trend in household 
formation. The annual rate of population growth is expected to drop 
from an average of just under 1.3 per cent in the 1991-96 period to 
0.8 per cent in 2011-16. As well, with the aging of the population, the 
majority of the large baby boom group either already has or shortly 
will have formed new households. 


Future new households will also have very different characteristics. 
The difficult labour market facing young Canadians will limit the 
number of households with main bread winners aged 34 or younger. 
Household size will shrink further, although not to the extent that we 
have seen since 1961. There will be more non-family households __ 
(people living alone or with other unrelated individuals). Finally, new 
owners will outnumber new renters over the next five years. 


The chief implication is that housing starts are due to increase over 
the next five years relative to the low levels seen in 1995. Our starts 
forecast of 123,000 units in 1996 and 132,700 units in 1997 reflect 
this underlying demographic demand, but remains below potential 
because of several unfavourable economic conditions. 


The number and characteristics of new households over the next 25 
years have important implications for builders, realtors, renovators, 
building material suppliers and others. The forthcoming CMHC report 
“The Long-Term Housing Outlook: Household Growth in Canada and 
the Provinces, 1991-2016” will provide invaluable insights to all. It will 
have data on several provincial and national scenarios, and it will ana- 
lyse population trends, household formation, composition, tenure and 
dwelling type choices. 
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Average Annual Household Growth 
Scenario 1991-1996 | 1996-2001 | 2001-2006 | 2006-2011 2011-2016 
Low 147,300 | 140,800 141,700 139,200 134,300 
Medium 147,300 | 160,800 | 157,800 154,600 | 148,800 
High 147,300 175,500. | 168,500 | 163,/00 | 187/200 


housing markets. Mortgage rates 
were lowered in mid summer at a 
time when there was a general fear 
that rates might go up. Now at 6.13 
per cent for a one-year term and 7.95 
per cent for a five-year term, mort- 
gage rates are close to the low levels 
of early 1994. Expectations are, how- 
ever, that Canadian mortgage rates 
will be raised somewhat later this 
year and in the early part of 1997, in 
line with an upward movement in 
interest rates in the U.S. 

The five-year mortgage rate is 
expected to average 8.2 per cent this 
year and around 8.3 per cent next 
year, down from 9.2 per cent last 
year. For the one-year rate, the ex- 
pected average is 6.5 per cent this 
year and 6.8 per cent in 1997. This 
will also be lower than last year’s 
actual average of 8.4 per cent. 

External prospects are also 
favourable. The U.S. economy has 
accelerated after a slow period at the 
beginning of the year. While some 
slowdown is expected, it should ma- 
terialize only later in 1996 and dur- 
ing the first half of 1997. Overseas 
economies are also showing im- 
provement. This base of stronger ex- 
ternal demand, combined with good 
competition from Canadian produc- 
ers, Should help Canada’s export 


Mortgage rates return to 1994 
lows 
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performance in the next 12 to 18 
months. 

The main drag on the economy, in 
addition to reduced government 
spending, will remain weak con- 
sumer spending. Consumer confi- 
dence has been recovering gradually 
during the first half of the year, but 
spending plans remain hampered by 
slow income and job growth, and un- 
certainty in the job market. 

On balance, the economy’s output 
as measured by the GDP is expected 
to rise by approximately 1.5 per cent 
this year, with a faster pace of close 
to 3.0 per cent in 1997. Employment 
is expected to be up by 1.5 per cent 
this year and nearly 2.0 per cent in 
1997. 


Housing Outlook 


Improved market balance, 
moderate underlying demand 
Total housing starts are forecast to 
reach 123,000 this year, a double- 
digit increase over the level of 1995. 
Next year, starts are expected to in- 
crease further, to 132,700 units. On a 
regional basis, Alberta, Manitoba 
and Quebec are expected to post a 
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sustained two-year recovery, with 
substantially higher activity in both 
years. Saskatchewan and P.E.I. 
should see lower activity next year 
following surging results this year. 
The current recovery in Ontario is 
also expected to slow down. One 
exception to the general trend will be 
British Columbia, where activity will 
recover only next year, after flat 
results this year. 

Housing markets across Canada 
are generally witnessing improved 
supply-demand balance. This, com- 
bined with good affordability, should 
impart a positive trend to new hous- 
ing starts up to the end of next year. 
Increases, however, will remain con- 
strained by slow gains in employ- 
ment, near-stagnation of real 
incomes, and upticks in mortgage 
rates. 

Progress in the supply-demand 
balance is more advanced in the 
single-detached market. The inven- 
tory of new unoccupied units has 
been shrinking steadily in the last 
year, and the level still unoccupied at 
mid year is at it lowest point since 
early 1988. This means it will be 
more and more difficult to satisfy 
additional demand from the standing 
inventory. 

Developments on the resale mar- 
ket also support higher construction. 
The resale market should post a 
healthy advance this year, to 301,300 
units, up 14.9 per cent from 1995. A 
further but moderate increase to 
306,500 units is expected next year, 
as higher mortgage rates cap the re- 
covery, particularly at the beginning 
of the year. These levels of activity 
amount to a full recovery from the 
1995 slump. They will bring sales 
levels back to the range of over 
300,000 homes enjoyed during the 
period 1992 to 1994. The average 
MLS price is expected to edge up 
about 1.4 per cent this year and next, 
to $152,800 and $154,900. 

The resale market has seen a 
steady recovery with reduced 
listings, and prices past their trough. 
This will prompt more prospective 
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buyers to consider the new market, 
especially since builders have been 
working to bring more affordable 
products to the market. 

These ingredients, low inventories 
and the active resale market, could 
play a powerful role in fueling the 
continued recovery in single- 
detached starts, but the momentum 
of the recovery will be limited by 
jobs, incomes and confidence. 
Expectations in these areas, at least 
over the next several quarters, will 
lead to a moderate increase in single- 
detached starts for the forecast 
period. 

Single-detached starts are 
expected to be up 22.8 per cent this 
year, to 79,100 units, with a further 
gain of 6.8 per cent, to 84,500 units 
in 1997. The largest relative provin- 
cial increases this year will take 
place in Ontario, Alberta, New 
Brunswick and Quebec. Next year, 
the western provinces of B.C., 
Alberta and Manitoba, along with 
Quebec are expected to record the 
largest relative advances. 

On the multiples market, the 
recovery process is still at a much 
earlier stage. Quarterly starts are just 
beginning to turn up, but not enough 
to prevent a further year-on-year 
drop in new units. The inventory is 
still being reduced, and lower mort- 
gage rates are attracting first-time 
buyers to new semis, row houses and 
condominium apartments. Further- 
more, the very low level of new 
units coming to market and higher 
international migration since the end 
of 1994 should help improve the 
rental market situation. 

Expectations are for the annual 
total of multiple starts to decline by 
5.6 per cent this year, to 43,900. 
Next year, however, with the cumula- 
tive impact of current trends, new 
construction is expected to be up by 
9.8 per cent, to 48,200 units. All the 
largest provincial markets are 
expected to record lower activity 
before posting increased new con- 
struction in 1997.9 


Newfoundland 


by Mac Woodman and Brian Martin 


Highlights 


m Economy to shrink 


m Gradual erosion in housing 


demand 
m Vacancy rates on the rise 


Housing market active 
in first half 


Following a dismal performance last 
year, housing demand increased 
during the first six months of 1996, 
with large gains in both the existing 
and new homes markets. 

Lower interest rates, improved 
consumer confidence early in the 
year, and an ample supply of 
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affordable homes, made for an active 
first half in the existing homes 
market. Provincial MLS sales rose by 
nearly 28 per cent. A shift in demand 
to slightly higher priced homes 
brought about by lower borrowing 
costs led to a significant rise in the 
average Sale price. 

An active resale market early in 
the year, combined with favourable 
weather conditions, gave home 
builders a head start. New home 
construction advanced by almost 17 
per cent. Gains in urban centres more 
than offset reduced activity in rural 
areas, where unemployment and out- 
migration dampened demand for 
housing. Improved affordability 
continued to attract renters to home- 
ownership, and further weakened 
demand for rental accommodation in 
urban centres. 


1996-97 Outlook 


Economy feels effects 
of Hibernia slowdown 
and government 
cutbacks 


Given the final concrete pour on 
Hibernia’s Gravity Base Structure in 
July, roughly 4,500 of the 5,000 
construction workers will be laid off 
by year end. This, in turn, will 
remove approximately $250 million 
in wages and salaries from the 
provincial economy. The wind-up of 
Hibernia’s construction phase, 
combined with cutbacks at all levels 
of government, will contibute to a 
decline in economic output of 3.5 per 
cent in 1996 and 3.0 per cent in 1997. 
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Expenditures on the Hibernia 
project will fall by about 35 per cent 
to $870 million in 1996. Employment 
on the project, while averaging about 
3,300 for the year, will taper off in 
the second half, adding to 
employment declines in the province. 
In 1997, expenditures will fall to 
$550 million and employment will 
average about 600. Just as the 
completion of Hibernia’s 
construction phase will contribute to 
an economic slowdown over the next 
year, its production, combined with 
construction work on Voisey’s Bay 
and Terra Nova developments, will 
lead to a recovery in 1998. 

Fish landings are expected to 
record modest increases in 1996, 
supported in large part by an 
expanded quota in the crab fishery. A 
maturing aquaculture industry and 
the first capelin fishery since 1994 
will make important contributions. 
The value of landings, while 
remaining high in historical terms, is 
expected to decline as crab prices fall 
from last year’s record levels. As a 
result, landed value in 1997 may not 
match those of 1996. With the 
continued moratoria on the labour- 
intensive groundfish fisheries, 
employment gains in the industry are 
not expected. 

Other resource-based industries 
will also post gains this year and 
next. The addition of several new 
mining operations will add to 
provincial output and iron ore 
production will remain steady. 
Expenditures on mineral exploration 
over the next two years will exceed 
$150 million, as mining companies 
scour Labrador for other major 


discoveries. Oil exploration will also 
increase, but with greater focus on 
the Grand Banks region. The 
favourable outlook for newsprint 
should keep the province’s newsprint 
mills operating near full capacity. 

The phase-out of compensation for 
closed-down fisheries, along with job 
reductions at Hibernia and in the 
public sector, will lead to a decline in 
employment and incomes this year. 
In addition, high levels of out- 
migration will continue as 
Newfoundlanders are drawn to more 
favourable economic prospects 
elsewhere. These factors will temper 
housing prospects. 


Housing markets will 
not escape economic 
slowdown 

The accelerated pace set in the new 
and existing home markets early in 
the year is expected to subside in the 
second half of 1996 as demand is 
reduced by job reductions and 


esidential MLS Sales 


out-migration. Rising inventories of 
newly constructed homes and an 
oversupplied resale market will also 
limit homebuilding activity this year 
and in 1997. 

Housing starts are forecast to 
increase by 2.2 per cent in 1996, as a 
result of gains in urban centres. 
Lower employment levels at the 
Hibernia site and in the public sector 
will have more of an impact by 1997. 
Starts are forecast to fall to 1,625 
units. 

Single-detached starts will 
increase modestly this year but will 
remain below historical levels. 
Multiple starts will also increase, 
supported in large part by demand 
from first-time buyers and an 
increase in housing targeted to 
seniors. In 1997, the number of 
single-detached starts will drop along 
with the downturn in the economy. 
Fewer two-apartment starts and high 
vacancy rates in larger rental projects 
will also dampen multiple unit 
construction. 


Supply to outstrip 


11.8 per cent in 1996. The number of 
existing homes available for sale will 
reach record levels this year and next, 
limiting growth in house prices. By 
1997, a weaker economy will take 
hold and home buying activity will 
fall to 1,725 units. 

Although property values are not 
expected to change significantly, the 
average sales price will rise in 1996 
due to the additional sales of higher 
priced homes. Supply will continue 
to outstrip demand in 1997, and 
house prices are expected to remain 
flat. 


Vacancy rates to move 
higher 


Increased access to home ownership, 
out-migration, and competition from 
accessory apartments will continue to 
dampen demand for rental accommo- 
dations. Vacancy rates will range be- 
tween 11 and 13 per cent over the 
next two years. An oversupplied rent- 
al market, particularly in the St. 
John’s CMA, will result in stable or 
declining rents and limited invest- 
ment in larger rental projects.m— 


EWFOUNDLAND demand in existing 
its) homes market 
00 Like new construction, the resale 
market will slow in the second half of 
1996. The performance early in the 
900 year will lift provincial MLS sales by 
300 Key Provincial Indicators 
NEWFOUNDLAND 1995 1996") 1997) 
700 Real GDP (% Change) 0.4 3.5 ex 
Employment (% Change) |e) -6.0 -2.5 
300 Unemployment Rate (%) 133 20.7 ole 
Housing Starts (Units) 
> Total 1712 1750 1625 
Singles 1165 1175 1075 
> Toe OE, gre Multiples 547 575 550 
MEACTUAL [FORECAST MLS Sales (Units) 1655 1850 1725 
Average MLS Price (Dollars) - 89525 92000 91500 


JURCE: Canadian Real Estate Association. 
MHC: Forecast. SOURCES: CMHC, Canadian Real Estate Association and Statistics Canada. 


(F) Forecast by CMHC. 
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PROVINCIAL HOUSING OUTLOOKS 


Prince Edward 


island 


by Ralph Freeze 


Highlights 


@ Gains in all sectors of the 
housing market 


mw Affordability: the key factor 
for single-detached 


m Row/townhouse structures 
will be popular 


Housing markets shift 


P.E.I.’s housing market has 
recovered with record high 
employment, favourable buying 
conditions, and low mortgage rates. 
The peak number of workers on 
the bridge to New Brunswick has 
been reached. Until the completion 
date in June next year, the level of 
employment will remain high. 
Expansion in potato processing, a 


Housing Starts 
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call centre, and construction of a food 
park will help prevent a major 
decline in employment when the 
bridge construction is over. 

After 18 months of a downward 
trend, new home building stepped up 
in the last quarter of 1995. The period 
of low housing activity created a pool 
of potential demand. This, combined 
with declining mortgage rates and 
more confidant consumers, supported 
the strong resale market and sub- 
sequently the new homes market. 

At mid year, housing starts are 70 
per cent higher than in the first half 
of last year. Single-detached home 
construction rose, partly as a result of 
the confidence of some builders in 
the market. Speculative building is 
occurring at levels higher than at any 
other time in the 1990s. So far, sales 
have kept the inventory from 
growing into a problem. 

Increases occurred in rental con- 
struction despite vacancy rates of 
over 7.0 per cent in Charlottetown 
and Summerside. There were more 
rental starts in both centres in the first 
half of 1996 than in all of last year. 
The new units coming onto the 
market are facing stiff competion 
from existing structures. 

The resale market maintained the 
momentum that began during the last 
six months of 1995. At mid year, 
sales are up by 47 per cent and the 
average selling price has shown an 
increase as a result of more sales in 
higher-priced markets. Demand 
responding to favourable mortgage 
rates has given some life to the resale 
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market, but sales have not reached 
1994 levels yet. 


More affordable new 
homes 


The revised forecast of housing 
starts is 545 units for this year and 
485 units in 1997. Construction of 
single-detached homes in urban 
centres will experience growth in 
1996. Favourable borrowing 
conditions and higher demand for 
new homes will encourage home 
building. Rural P.E.I. is also set for 
an increase in starts after three 
years of good potato prices, but it 
will not materialize until crop 
prices shift downward. Lower crop 
prices traditionally result in more 
emphasis on family-built homes. 
Price declines may happen this year 
as a result of record-high plantings 
and wet weather. 

Construction of single-detached 
homes in 1997 will see a slight 
decline. With completion of the 
bridge to New Brunswick, there will 
be a decline in employment and 
incomes associated with the project. 
Affordability will be the balancing 
factor against the income and 
employment news. 


Price sensitive resale 
market 


The resale market is expected to 
rise this year with 525 MLS sales at 
an average price of $77,000. 
However, a slight drop in sales and 
average sales prices is expected in 
1997. First-time buyers will remain 


active as favourable buyer 
conditions exist throughout the 
forecast period. Low mortgage 
rates, a large supply of homes, and 
moderate prices are ingredients 
which will attract potential buyers. 
The move-up market will not 
contribute to the overall industry in a 
balanced manner. Very few home 
sales will take place at prices beyond 
$130,000. In addition, many new 
homes on the market will be under 


this price and will add to the 
competition. With a market in favour 
of buyers across P.E.I., purchasers 
will be even more sensitive to price, 
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and high-priced listings will be slow 
to sell. 

Positive factors affecting 
affordability are influencing average 
sales price. Average price variation 
reflects more changes in the location 
of sales rather than actual price 
movement. Moreover, low mortgage 
rates allow buyers to get slightly 
more expensive homes for the same 
Carrying costs as in early 1995. 


Rentals and 
multiple-unit 
development 


The rental market in urban P.E.I. is 
expected to remain over-supplied 
through the forecast period. In the 
short term, a lack of growing 
demand will mean additional 
vacancies in some structures. In the 


long term, there may be a need for 
replacement or turnover of older 
stock. 

Row housing is becoming more 
popular than the traditional twelve- 
unit apartment complex. These units 
are more appealing to young families 
and are one step closer to private 
dwellings. A higher percentage of 
this type of rental unit is expected to 
be built over the forecast period. 

The condominium market on P.E.I. 
is relatively untested. Although a few 
projects were developed, there has 
been a lull in new construction. Semi- 
detached and townhouse structures 
will grow as an alternative form of 
ownership for P.E.I. In the past, these 
were mostly built for rental, but a 
move toward freehold ownership is 
developing. & 


Key Provincial Indicators 


PRINCE EDWARD ISLAND 1995 1996) 1997) 
Real GDP (% Change) 2.6 PIS -1.0 
Employment (% Change) 5.4 3.4 -1.6 
Unemployment Rate (%) 14.7 14.0 520 
Housing Starts (Units) 

Total 422 545 485 

Singles 364 425 415 

Multiples 58 120 70 
MLS Sales (Units) 476 525 485 
Average MLS Price (Dollars) 73807 


77000 


SOURCES: CMHC, Canadian Real Estate Association and Statistics Canada. 


(F) Forecast by CMHC. 
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PROVINCIAL HOUSING OUTLOOKS 


Nova Scotia 


by André Moore and Sally Erskine Doucette 


Highlights 


Financial incentives favour 
home buying 


New and resale markets up 
Affordability rising 


Gains early in 1996 


While total residential construction 
activity declined some 6 per cent in 
the second quarter of 1996 relative to 
the same period last year, certain 
segments picked up. In fact, single- 
detached, semi-detached and row 
housing starts combined for an 
increase of more than 20 per cent in 
the second quarter. Resale activity 
showed the same kind of momentum, 


Housing Starts 
NOVA SCOTIA 
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SOURCE: CMHC. 
1996-97 Forecast. 


rising by roughly 25 per cent over the 
same period. A healthier start to the 
year for housing markets, and an 
upward direction for the industry this 
year, are shown in the double-digit 
per cent increase in resales for the 
first half of 1996. 

Despite gains in certain markets, 
near term prospects may be mixed 
for the construction industry. 
Housing market conditions in Nova 
Scotia currently favour buyers over 
sellers and will remain so through 
1997. Home buyers will benefit 
from low prices, while firms in the 
industry will have to adapt to 
heightened competition. 


Why are housing 
markets active in Nova 
Scotia? 


There are two main reasons for the 
increase in housing activity in the 
first half of the year. First, and 
foremost are the better economic 
fundamentals, lifting consumer 
willingness to make major commit- 
ments. Mortgage rates continue to 
seesaw near record lows, and 
relatively low house prices have put 
home buying within the reach of 
most Nova Scotia households. Other 
positive signals include employment 
gains of 1.5 per cent during the first 
six months of the 1996 over the same 
period last year and a 6.4 per cent 
increase in retail sales in the first five 
months of the year. 

Although housing demand is 
moving up this year due in part to 
high affordability, low consumer 
confidence remains as the key 
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constraint on home buying. 
Consumer uncertainty reflects a 
stream of good and bad news. There 
is ongoing government and industry 
restructuring, such as the layoffs at 
Shelburne Marine Shipyard, the 
Queen Elizabeth I Health Science 
Centre, Volvo, and Sysco, while 
Maritime Telephone and Telegraph 
workers went on strike to prevent 
impending layoffs. Countering those 
events are projects such as the 
Highway 104 Bypass construction, 
the MacDonald Bridge upgrade, 
Stora Forest Industries expansion, 
the establishment of a Red Cross 
blood processing plant, and the 
proposed Sable offshore energy 
project. 


— =—s (<s ssl 
Half of all new 


homes built in 
Nova Scotia so far 
this year are with 
FHLI mortgages 
| 


A secondary reason behind the 
rise in starts activity has been recent 
changes in government financial 
incentives for housing purchases. In 
the first quarter of the year, the 
scheduled April ending of the 
provincial sales tax (PST) rebate for 
first-time buyers of new houses 


enticed many builders in urban 
centres to start new homes in order 
to qualify for the rebate, even 
without sales in hand. When the 
program was extended to April 
1997, many builders were left with 
houses to complete and sell. 

The incentives are attracting 
households that had been unable to 
afford a down payment, were 
uncommitted to buying, or were 
interested in buying later. The 
resulting increased demand for 
home ownership at the lower price 
ranges will also help develop 
move-up buying activity. In total, 
the incentives will help lift new 
single and semi-detached starts by 
11 per cent in 1996. 


New Home Sales at 
Affordable Prices 
Jan.-June ’95-’96 


(units) 


<$60,000 $60,000-79,000 >$80,000 


SOURCE: CMHC. 


Builders competing for 
first-time buyers 


Two years ago, few new homes were 
being built for under $80,000, even 
though the resale housing market was 
catering to a large pool of first-time 
buyers. For example, in 1996, the 
number of homes built for under 
$80,000 in Halifax has increased 140 
per cent, and is competing more 
effectively with the resale market 
(see graph). In fact, the number of 
first time home buyers purchasing 
new homes has more than doubled 
while the proportion of buyers choos- 
ing new over resale has increased to 
29 per cent, from 18 per cent in the 
first half of last year. 


Housing market to 
slow in 1997 


Both new and resale activity are 
expected to decline in 1997, as 


Key Provincial Indicators 


mortgage rates go up, house prices 
rise, financial incentives end, and 
household formation slows. New 
home building is expected to slow to 
3,700. Both single-family and 
multiple units will drop. 

There will be fewer rental starts 
in the next year as numerous renter 
households move into first-time 
home ownership. Vacancy rates will 
remain high and rents will move 
downward. 

To some extent, higher housing 
activity in 1996 will be drawing 
from potential activity in 1997. 
Housing markets this year will be 
partly supported by households that 
want to take advantage of certain 
financial incentives before they 
disappear next year and as such 
advance their home purchasing 
decisions.@ 


NOVA SCOTIA 1995 1996") 1997") 
Real GDP (% Change) 0.5 tcl 123 
Employment (% Change) Pal 1.0 1h 
Unemployment Rate (%) 12.1 11.6 11.3 


Housing Starts (Units) 
Total 
Singles 

Multiples 
MLS Sales (Units) 
Average MLS Price (Dollars) 
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92000 


93000 


SOURCES: CMHC, Canadian Real Estate Association and Statistics Canada. 


(F) Forecast by CMHC. 
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PROVINCIAL HOUSING OUTLOOKS 


New Brunswick 


by Bruce Read and Laurie Gosselin 


Highlights 


Economic momentum will 
carry into 1997 


House choice in existing 
market is declining 


Rental occupancy levels will 
remain a concern 


Prices will remain soft 


Markets post 
favourable signs 


Housing starts in the first half of 
1996 are up from last year. The re- 
sale market, which started its recov- 
ery in the spring of 1995, also 
remains healthy this summer. 
Attracted by declining mortgage 
rates and an ample supply of homes 
at discounted prices, buyers moved 
into the existing market, lifting first 
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SOURCE: CMHC. 
1996-97 Forecast. 


quarter sales up by 46 per cent from 
levels a year earlier. Declining 
prices that have reflected oversup- 
ply during the past year are begin- 
ning to stabilize. 

Construction activity also 
increased. The rise of over 50 per 
cent in housing starts during the first 
quarter was followed by a 29 per 
cent up-tick in the second quarter. 
With rental vacancy rates still above 
equilibrium levels, it was the owner- 
ship market that drove the recovery. 
By mid-year, the province recorded 
1,097 housing starts. 


1996-97 Outlook 


Economic growth 
continues 


The provincial economy continues 
to display healthy signs. Despite a 
lacklustre year for the service 
industries, the goods-producing 
sector will support an overall 
growth of 2.0 per cent this year. 

Leading the slowdown in the 
service sector will be the public 
sector. Many jobs have already been 
lost this year as a result of cutbacks. 

On balance, the resource sector 
will experience a good year. The 
mining sector is getting a boost from 
continued healthy prices in 
international markets. Zinc and lead 
production, on the rise so far this 
year, will move ahead next year 
with the reopening of the East/West 
Caribou zinc mine in the Bathurst 
area. The Mount Pleasant mine in 
the southwestern part of the 
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province will also open next year, 
employing 250 workers in the 
production of indium and tin. 

In contrast, the forestry sector is 
facing lower prices for pulp and 
paper. Pulp prices, which topped 
$1000 per tonne last year, fell by 
nearly 50 per cent during the open- 
ing months of the year. Temporary 
shutdowns resulted across the 
province, affecting woodworkers 
and mill workers alike. Producer 
inventories have fallen since then by 
nearly 50 per cent and indicate 
potential price increases during the 
final quarter of the year. Lumber 
mills, which rely on sales of wood 
chips to pulp producers, have also 
been caught in the slowdown. 

Prospects may dampen in ship- 
building as final touches are put on 
the last frigate for the Canadian 
Forces at Saint John Shipbuilding. 
This multi-billion dollar program, 
which just a few years ago em- 
ployed several thousand people, is 
now winding down with no firm con- 
tract to follow. This, combined with 
the slowdown in pulp and paper 
production, points to a lacklustre 
year for manufacturing in 1996. 
Prospects for this sector are better 
for 1997. 

Employment growth will not 
reach earlier expectations. Disrup- 
tions in the forestry industry and lay- 
offs in the public administration 
sector will limit job growth to 2,000 
this year. However, a more active 
economy is expected to generate an 
additional 5,000 jobs in 1997. 


Residential MLS Sales 
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New home market 
captures homebuyers 
attention 


Buyers looking for an existing home 
this fall will have less choice on the 
market. Strong sales over the past 
year have drawn down inventories, 
leaving fewer options for potential 
buyers. Sales of existing homes, 
which have begun to soften in most 
markets, will still post a record year. 


Soft prices have been a big attrac- 


tion in the existing market, but they 
are starting to firm up. Dwindling 


supply and only modest declines in 
demand during the second half of 
1996 will be at the heart of the up- 
trend. Following three years of de- 
clining house prices, the average 
price of homes trading hands this 
year will hold at last year’s level of 
$84,000 and will increase slightly in 
1997. 

As prices firm in the existing 
homes market, new construction 
will become more active. Following 
a record low last year, single-family 
construction will post a 22 per cent 
gain this year and a modest 1.9 per 
cent increase in 1997. 

High vacancy rates in most mar- 
Kets in the province will hinder mul- 
tiple-unit construction over the next 
two years. The Moncton rental mar- 
ket will ease this year as activity in 
the Fredericton area picks up. Add- 
ing to this rental activity will be an 
increase in multi-family homeowner- 
ship construction. With increased de- 
mand from move-down buyers, 
local builders have been having 
some success with this form of con- 
struction. 


Key Provincial Indicators 


NEW BRUNSWICK 1995 1996 1997 
Real GDP (% Change) 1.4 2.0 Dae 
Employment (% Change) Dea) 0.7 1.6 
Unemployment Rate (%) 115 ES) 10.8 
Housing Starts (Units) 

Total 2300 2600 2700 

Singles 122 2100 2140 

Multiples 578 500 560 
MLS Sales (Units) 3496 3600 3750 
Average MLS Price (Dollars) 83994 84000 84500 


SOURCES: CMHC, Canadian Real Estate Association and Statistics Canada. 


(F) Forecast by CMHC. 
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QUALITY 
GUARANTEED 


New Brunswick home 
buyers want higher 
quality construction 
from builders and they 
are willing to pay for it 


Local builders marketing R-2000 
homes have had a good response 
from home buyers. However it is 
measured, on a per capita basis, as a 
percentage of urban starts, or simply 
in gross annual numbers, 
homebuyers in New Brunswick have 
been buying these homes faster than 
the rest of Canadians. 


While R-2000 units were originally 
pitched as a remedy for rising energy 
costs, recent revisions to construction 
standards have made them 
environmentally friendly as well. 
Buyers suffering from some allergies, 
such as hay fever or reactions to toxic 
construction materials, may find relief 
by owning one of these homes 
because of their higher standards. 


Cost-conscious buyers have also 
been attracted. The purchase price 
premium of 2 to 5 per cent can often 
be offset by savings in lower 
operating costs. With some financial 
institutions providing preferred 
lending rates for these homes, and 
heating costs that are sometimes less 
than half those of a conventionally 
built home, builders and Realtors 
have found it easy to talk to clients 
about budgeting. 


A recent study funded by Natural 
Resources Canada and the New 
Brunswick Home Builders also 
confirms that the original financial 
outlay can most often be recouped on 
resale. With a growing number of 
move-down buyers entering the 
market in search of many of these 
features and benefits, local R-2000 
builders can look ahead to a growing 
share of the new construction 
market. = 
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PROVINCIAL HOUSING OUTLOOKS 


Quebec 


by Kim-Anh Lam 


Highlights 


™ The economy will grow slowly 


@ Residential construction will 
remain at low levels 


gw The resale market has the 
best activity prospects 


New home market 
becomes more active 
in the second quarter 


Increased sales in the existing homes 
market stimulated residential con- 
struction during the second quarter of 
1996. The number of existing homes 
sold through MLS was 21 per cent 
higher and housing starts rose 8 per 
cent over the second quarter of last 
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SOURCE: CMHC. 
1996-97 Forecast. 


year. Builders of single-family homes 
were particularly active, beginning 
8,060 new units from April to June, 
10 per cent more than last year. In 
contrast, multiple-unit housing con- 
struction decreased 12 per cent. 
Among multiples, development of 
new condominium projects remained 
weak with a large surplus of units 
available on the resale market. How- 
ever, inventories of units available 
for sale declined slightly. 

Economic news included a 
relatively good performance by the 
labour market, sustained economic 
growth, and rising consumer 
confidence. These factors, combined 
with low interest rates and flexible 
conditions in the mortgage market, 
made it easier for many households 
to buy homes. 

The growing share of residential 
construction outside urban centres in 
Quebec lifted home building in the 
province. Housing construction in 
small areas rose by 28 per cent 
during the first half of the year and 
offset the 8 per cent drop in urban 
centres (10,000 or more inhabitants). 
With the expansion of outlying 
municipalities, these small towns 
accounted for 32 per cent of all 
construction volume, up from 15 per 
cent in the 1980s. 

In total, residential construction 
for the first half of 1996 (12,528 
units) posted a gain of 1.0 per cent 
over the level attained in the same 
period last year (12,446). 
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1996-97 Outlook 


Quebec’s near term 
economic prospects 
tied to U.S. economy 


The Quebec economy is expected to 
grow in both 1996 and 1997 largely 
due to manufacturing and raw 
materials exports to the United 
States. Quebec households, however, 
will remain cautious when it comes 
to spending. Even though the 
Consumer Confidence Index is 
rising, it remains below its pre- 
recession levels. Downsizing among 
large public and private employers 
may play a factor. 


Quebec is expected to benefit 
from net in-migration over the next 
two years: 8,700 in 1996 and 11,200 
in 1997. This will provide additional 
support for the housing market. 


Residential 
construction wiil 
continue to rise in 1997 


The trend set in the first half of the 
year has prompted an upward 
adjustment in the housing starts 
forecast. An 11 per cent increase in 
the total number of housing starts, to 
24,300 units, is now expected for 

_ 1996, and a further rise of 13 per 

| cent, to 27,500, is anticipated for 

_ 1997. Gains in the new home market 
will come from housing affordability, 
an increase in existing home sales, 
and more favourable economic 
conditions, including job creation 

_ that has been on the rise over the last 
three years. In addition, stability of 

_ new home prices and affordable 
housing models from builders are 

_ making homeownership more 
accessible. 
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FLOODING IN THE SAGUENAY: 
A PRELIMINARY ASSESSMENT 


by Eric Dallaire 


A number of municipalities in the Saguenay-Lac-Saint-Jean were 
affected, in varying degrees, by the flooding which occurred on July 
19 and 20. A total of over 250 residential buildings (containing 
nearly 500 units) were completely destroyed, with nearly 200 of 
these in La Baie alone, and another 700 were damaged. The cost of 
the damage could go as high as half a billion dollars once 
everything has been appraised. A $200 million assistance program 
for the flood victims was put in place by the Quebec government, in 
collaboration with the federal government. This program provides 
compensation packages which may exceed $100,000. 


The economic repercussions are immense. Major companies 
(aluminum and pulp and paper companies) incurred heavy financial 
losses due, in part, to the railroad system breakdown. Thus, nearly 
4,000 people have ended up unemployed especially in the forestry 
and tourism sectors. On the other hand, there is a great demand for 
truck drivers, heavy machinery operators and construction workers. 
This demand is not sufficient, however, to compensate for the large 
number of people who were working for major companies and who 
have found themselves temporarily out of work. The employment 
balance sheet will most assuredly remain in the red over the next 
few months. 


The residential market is one of the first to suffer from this type of 
disaster. The municipalities reacted rapidly to help their residents 
find new shelter. Those municipalities whose territories were 
modified by the flood waters, managed to obtain sufficient 
information and documents to very quickly undertake consultations 
with their residents on how to determine new residential zones in 
areas not prone to flooding. The city of La Baie, for example, has 
already identified 60 lots available immediately for residential 
construction. As well, Jonquiere and Chicoutimi have 160 and 500 
serviced lots respectively which can be used for residential 
construction. A $25 million financing program has been announced 
by Caisses Desjardins to rebuild and renovate main and secondary 
residences damaged by the flooding. This program, in particular, will 
offer reduced interest rates and extended repayment periods. 


It is to be expected that flood victims will opt, first of all, for the 
rental and resale markets while rebuilding/renovating work is being 
carried out. Thus residential construction activity will not experience 
a boom until next year (1997). The renovation market will post a 
major surge in activity. It should be noted that all the residences 
built on their original lots will not be considered as new housing 
starts but rather as renovated units. m= 
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Relation Between Inflation and 
Existing Home Price Increases 
QUEBEC 


SOURCE: Statistics Canada and the Canadian Real 
Estate Association 
1996-97 Forecast. 


Single-detached home building 
will be the key factor in residential 
construction, with expected increases 
of 21 per cent for 1996 and 8 per cent 
for 1997. The new home market will 
benefit from a return of move-up 
buyers, following higher activity 
levels in the resale market, but will 
continue to be dominated by 
first-time buyers. These are the 
principal clients of builders, 
accounting for seven out of ten sales. 
As a result, 70 per cent of all homes 
sold are for $120,000 or less, and 
areas Outside major urban centres are 
favoured. 

The decline in rental housing 
production reduced the large 
inventory of unoccupied units. Rental 
housing construction now accounts 
for only 13 per cent of total activity, 
compared to 25 per cent in 1991. The 
number of units for rent is slowly 
decreasing and as a result the 
vacancy rate should reach 5.7 per 
cent in October 1996 and 5.5 per cent 
in October 1997. With a smaller 
stock of new units, a few new 
investments can be expected for 


1997. The forecast calls for 2,500 
rental housing starts in 1996 and 
3,000 in 1997. 

Rent increases in 1996 are 
expected to remain below the 
inflation rate, which is itself under 2 
per cent per year. A better balance 
between supply and demand may 
lead to rent increases matching 
inflation by the end of 1997. 

The new condominium market 
(representing 9 per cent of the new 
home market) will see 1,800 units 
started in 1996 and up to 2,200 units 
in 1997. This essentially urban tenure 
option has two principal client 
groups, young households and 
seniors. These groups have been 
fragmented since the recession: 
young households are attracted by 
affordable small home development 
projects in the suburbs, while older 
households are staying longer in their 
homes. Many of the latter have had 
difficulty selling their house that is 
now too big for their needs. 
Promoters are therefore contending 
with moderate demand for 
condominiums in price ranges below 
$150,000. 

The MLS resale volume is 
projected to post gains of 14 per cent 
in 1996 and 2 per cent in 1997. 
First-time buyers are taking 
advantage of mortgage rates that 


have been declining since the 
beginning of 1995. Levelling off of 
the MLS resale volume in 1997 will 
be the consequence of a larger 
proportion of exclusive sales by real 
estate brokerage firms. The resale 
market is moving towards a better 
balance, with a modest price increase 
of 1.2 per cent in 1996, followed by a 
further rise of 1.0 per cent in 1997. 
This moderate increase will be due to 
an abundance of homes for sale.™ 


Key Provincial Indicators 


QUEBEC 1995 1996 1997 
Real GDP (% Change) 1.6 if 1.9 
Employment (% Change) Iie) NS) 1.4 
Unemployment Rate (%) tke 10.9 10.8 
Housing Starts (Units) 

Total 21885 24300 27500 

Singles 13428 16300 18000 

Multiples 8457 8000 9500 
MLS Sales (Units) 29824 34000 34500 
Average MLS Price (Dollars) 98836 100000 101000 


SOURCES: CMHC, Canadian Real Estate Association and Statistics Canada. 
(F) Forecast by CMHC. 
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PROVINCIAL HOUSING OUTLOOKS 


Ontario 


by Alex Medow and Dallard Runge 


Highlights 


mw Economy still slow 


mw Home building will rise 
moderately as jobs and 
consumer confidence grow 


Price increases will be 
modest 


Rent deregulation proposed 


Ontario home starts 
increase to year-and- 
a-half high 


Ontario’s new home starts rose 14.2 
per cent in the second quarter, to their 
highest level in a year and a half. 
Residential starts at seasonally 
adjusted annual rates grew to 41,700 
from 36,500 in the first quarter. 
Multiple-family home construction, 
which was held back by a severe 
winter and a bricklayers’ strike 


_ earlier this year, increased at a 


| 


| 


| 


_ double-digit pace. Starts of semi- 


detached and row homes with free- 
hold ownership of land accounted for 
the bulk of that increase. Single starts 
also rose as the backlog of completed 
and unoccupied units began to clear. 
Ontario’s current demographics — 


_ factors such as the size and age 


structure of the population, 


_ migration, births and deaths — 


would lead to an expectation of over 
50,000 home starts. But the economy, 


with limited wage gains and 
continued government restraint, is 
still holding back the province’s 
housing markets. Ontario’s 
population has grown by almost a 
million since the beginning of the 
decade. Over the same period, the 
province lost and regained 331,000 
jobs. Employment in July was only 
four thousand jobs higher than its 
previous peak level in February of 
1990. 

Ontario’s current economic 
indicators are mixed and many 
consumer demand indicators, such as 
passenger vehicle sales and retail 
sales, are weak. But there are some 
positive demand factors for housing 
markets as well. For example, 
immigration to Ontario is high and 
consumer confidence has picked up. 

Low mortgage rates have 
combined with over seven years of 
declining average home prices to 
make home ownership affordable and 
resale markets active this year. 
January to June sales through the 
multiple listing services were 24.5 
per cent ahead of last year’s. June’s 
average resale home price moved 
upward. 


Changes to Ontario’s 
regulatory environment 


The Ontario government is 
undertaking several measures to 
reduce provincial regulation and lift 
the province’s residential 
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construction industry. New buyer 
incentives include a Land Transfer 
Tax Refund Program that refunds up 
to $1,725 to first-time purchasers of 
new homes by March 1, 1997. There 
are over 1,000 Ontarians received 
refunds during the first two months 
of this program, which started on 
May 8. 

Bill 20, which received Royal 
Assent on April 3, 1996, reduces 
provincial regulation in land use 
planning. This bill has lowered 
provincial development controls by 
allowing municipalities to approve 
land development proposals. 
Municipalities must still give due 
consideration to provincial 
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requirements, but have been given 
the authority to grant exceptions to 
official plans. 

The government is also 
considering changes to the provincial 
rent review system in hopes of 
reducing regulation and encouraging 
new rental construction. Proposed 
revisions would allow landlords to 
raise rents on apartments that become 
vacant. They would keep rent 
regulation on occupied units, but 
with an increased allowance for 
capital expenditures and 
maintenance. Under the current 
system, the rent increase guideline is 
set at 2.8 per cent this year and next. 

Another deregulatory action which 
will affect the rental market is the 
proposed elimination of the Rental 
Housing Protection Act. This action 
would allow landlords to convert 
rental units to condominiums, but 
would maintain residency periods for 
existing rental tenants. 


1996-97 Outlook 


Construction will pick 
up moderately 


Housing starts are forecast to rise 
through 1996 and 1997 as jobs 
increase and consumer confidence 
grows. Total starts will increase 18 
per cent to 42,300 units in 1996 and 
another six per cent to 45,000 units in 
1997. Single starts will rise the most, 
even though higher mortgage rates 


for an overview of condominium 
inventories). The challenge to new 
home builders is to develop housing 
that appeals to first-time buyers and 
remains affordable. Renters in search 
of cost-competitive home ownership 
options will lift private sector row 
house and townhouse starts this year. 
Modest increases in condominium 
starts are anticipated in 1997. 

Affordable pricing with an 
extended period of low mortgage 
rates has raised resales of existing 
homes. Since home resales are a 
leading indicator of new home starts, 
this is a positive development for the 
construction industry. Resales are 
expected to taper off slightly next 
year, in line with small increases in 
mortgage rates. Both 1996 and 
1997 resale numbers will compare 
favourably with last year’s level. 
Average resale home prices will 
increase modestly at less than the 
general rate of inflation. 

Migration patterns explain a large 
part of the variation in rental vacancy 
rates across Ontario. High migration 
will keep vacancy rates relatively low 
in Toronto and in areas within 
commuting distance from Toronto, 
such as Hamilton, Kitchener and 
Oshawa. Windsor’s job growth will 
keep its vacancy rate among the low- 
est. The higher vacancy rates are ex- 
pected in Sudbury and Thunder Bay, 


Net inter-provincial migration 
not yet contributing to new 
housing starts 
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followed by St. Catharines and 
London — centres which will 
experience migration outflows, low 
in-migration or slow job growth. 
New home prices will be relatively 
flat or even declining in most of 
Ontario’s major metropolitan areas 
this year. Slight increases are 
anticipated in most centres next year. | 
This moderate growth in home prices 
is another sign that the revival in 
home construction may be slow.™ 
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Key Provincial Indicators 


next year will slow their pace of mlaten hs EES 1996" Bem, 

growth. Real GDP (% Change) p18) el al 
Multiple family home starts are Employment (% Change) 14 ee) 129 

predicted to ease down this year as Unemployment Rate (%) 87 91 8 8 

the phase-out of government assis- : ‘ 

tance to new social housing units Tre ae 

reduces rental construction. Prospects Total 35818 42300 45000 

are good for privately initiated Singles 20124 27000 28500 

multiple-family home construction in Multiples 15694 15300 16500 

1997. Inventories of newl 

constructed unsold uaa units are eS ee ae Spoke ke ral 

low to the point that increases in Average MLS Price (Dollars) 154997 157000 159000 


demand will be met with new 
construction (see the feature article 


SOURCES: CMHC, Canadian Real Estate Association and Statistics Canada. 
(F) Forecast by CMHC. 


18 NATIONAL HOUSING OUTLOOK — THIRD QUARTER 1996 


Condo Market Improving in Ontario 


A reduction in the surplus of unsold 
condominium units has brought the 
Ontario condominium market one 
step closer to recovery. In June 1996, 
inventories of condominium units not 
sold after start of construction stood 
at about 2,400 units. That inventory 
of unsold units, less than one third of 
the amount at its peak in November 
1990, is at the lowest level since 
CMHC began to collect this data six 
years ago. More than half of the 
unsold units are in completed 
structures. The remainder are in 
buildings under construction. Toronto 
accounts for more than 60 per cent of 
the unsold inventory. Nearly 

90 per cent of Toronto’s unsold 
condominium units are in apartment 
buildings. 

Three factors account for the 
reduction in the supply of unsold 
condominiums. Builders are 
managing inventories better, some of 
the surplus units have been rented 
and new supply has been kept from 
the market. Lenders have changed 
their practices, so few buildings can 
obtain financing before most units 
are sold. Condominium sales 
resumed in 1996 after a lull in 1995; 
higher employment levels, lower 
prices, and low mortgage rates have 
encouraged purchasers, especially 
first-time buyers, to return to the 
condominium market this spring. 

Inventories can now be assessed at 
an earlier stage because new Statistics 
on unsold condominium inventories 
are now available when construction 
begins, instead of when it ends. 
Statistics now show that unsold 
condominium inventories peaked in 
November 1990. Previous data, 
which did not include unsold 
inventories in buildings under 
construction, showed the peak at 
January 1992, fourteen months later. 
The sharp build-up of unsold 
inventories in 1990 reflected units 


under construction — more than 
5,500 by mid 1990. The build-up of 
unsold inventories was slow to 
appear in the statistics at that time 
because analysts had to wait for the 
data on building completions. 


Inventories fall due to 
stronger sales 


The new data shows far more of a 
drop-off of unsold inventory from the 
peak level — 5,740 units, instead of 
the 3,075 indicated by previous data. 
Inventories of apartment units have 
dropped more than have row 
inventories. Apartment buildings 
now constitute 76 per cent of the 
unsold inventory, compared to 

84 per cent at the 1990 peak. The 
remaining unsold units are in row 
structures. Fourteen per cent of the 
drop in inventories has occurred 
since January, mostly from 
completed buildings. Currently, 53 
per cent of the unsold units are in 
completed buildings. The remaining 
47 per cent, still under construction, 
would have been unreported in the 
previous statistics. 

The reduction in oversupply is a 
significant step toward recovery in 
the condominium market. However, a 
number of stumbling blocks remain 
in Ontario. 

In the past few years, many 
condominium projects were 
cancelled or delayed while unsold 
inventories cleared. This has created 
some uncertainty among prospective 
purchasers as to when (or even 
whether) they could move into new 
developments. In addition, stiff 
competition for new condominium 
projects is providing purchasers with 
many options. While the inventory of 
unsold new units has cleared, there 
remains a large supply of 
competitively priced condominiums 
in the resale market. In all Ontario 
condominium resale markets, an 


abundance of supply is competing for 
relatively few buyers. This means 
that new production will have 
difficulty being price competitive 


with existing resale units of a similar 
size and with similar amenities. 

Monthly condominium fees may 
also be discouraging potential 


purchasers. Home owners can 
purchase a more expensive house if 
they use an amount equivalent to the 
condominium fee to obtain a larger 


mortgage on a freehold unit. Falling 
mortgage rates increase this effect 
and make freehold units more 
attractive. New freehold townhouses, 
lacking condominium fees, are 
currently very popular, outselling 
condominium row units by about two 
and a half times. 

As aresult, while the oversupply 
of unsold new condominiums has 
shrunk, not all elements are in place 
for a recovery. Before significant new 
supply is warranted, there will need 
to be some increase in existing home 
prices and the emergence of a seller’s 
market. 


Surplus of condominium units 
disappearing 


(unsold row and apartment condominium units) 
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PROVINCIAL HOUSING OUTLOOKS 


Manitoba 


by Richard Goatcher 


Highlights 


m Economy gains momentum 


@ Multiples lift new construction 
in 1996 


m Resales remain healthy into 
1997 


Starts rise in second 
quarter 


New housing activity rose during the 
second quarter, particularly in the 
rural areas, following a first quarter 
hampered by cold weather and severe 
spring flooding. 
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SOURCE: CMHC. 
1996-97 Forecast. 


In urban areas, an increase in 
multiple starts counter-balanced a 
drop in new single units. Developers 
built many new condominium and 
life lease projects, targeted 
predominantly at the seniors 
population. In the urban single- 
detached market, especially in 
Winnipeg, builders continued to sell 
off the large inventory rather than 
bring new units into production. New 
housing production in rural areas 
more than doubled over activity in 
April to June of 1995, as a result of 
sustained growth in the farm 
economy. 

Volume on the resale market 
continued to trend up early in 1996. 
The average price of resale homes 
also moved up, mostly due to an 
increase in trade-up sales. 


1996-97 Outlook 


Economy on a roll 


Manitoba’s economy will continue to 
grow in 1997 with most sectors per- 
forming well. Rural areas are particu- 
larly upbeat. Despite cutbacks in the 
Crow transport subsidy, farm in- 
comes are likely to remain healthy. 
Farmers are expecting to cash in on 
record grain prices, and should in- 
crease demand for machinery, farm 
vehicles and household items. Mean- 
while, investments are under way to 
expand capacity in the food process- 
ing industries. 
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Export markets will again drive 
Manitoba’s diverse manufacturing 
sector, with transportation, farm 
implements and minerals leading the 
charge. The revival in farming will 
help maintain the steady growth in 
machinery exports. Expansion in the 
forestry sector will lift demand in 
communities such as Swan River and 
The Pas. The province’s service 
sector continues to grow, with the 
telecommunications industry adding 
investments and new jobs. 

Despite the positive overall 
economic outlook, prospects for job 
seekers will not improve notably 
until 1997. Job creation has been 
slow in the first half of 1996, with 
cutbacks in government, health care 
and education countering hirings in 
the private sector. With labour force 
growth outpacing new jobs, the 
unemployment rate will remain close 
to 7.7 percent for 1996 with only 
modest relief next year. 


New construction rising 


New housing activity in Manitoba 
will move back above the 2,000 unit 
mark this year, with much of the 
gains coming from rural markets and 
multiples in Winnipeg. Despite an 
expected rise in the second half, 
singles construction in Winnipeg will 
not match last year’s tally. However, 
with the continued decline in builder 
inventories during the first half, 
coupled with rising resale prices, the 
prospects for a turnaround are good. 


} 

lewly Completed and Unsold 
nventory — Singles 
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The outlook for new singles 

outside the Winnipeg CMA appears 
_ more positive, however, and overall 
_ production should exceed last year’s 
pace by almost 200 units province- 
wide. In 1997, singles activity will 
rise as rural markets remain healthy 
and urban centres show an increase. 
Construction of multiple units will 
contribute to much of the overall 
- gains in housing activity in urban 
areas this year. In Winnipeg, supplies 
_ of unoccupied new multiples are tight 
due to low levels of new 
_ construction. Vacancies in better- 
quality existing rental apartments 
_ have been moving steadily down- 

ward in recent years. With a 
- moderate rise in demand, there are 
- Opportunities for new construction in 
~ suburban locations. 

In Winnipeg and Brandon, bunga- 
low-style condominiums have proved 
_ popular with the move-down market. 
_ Increased concerns over personal 

security have resulted in growing 
interest in gated low-density 
condominium developments in 


Winnipeg’s suburbs. Outside the 
major centres, seniors’ life lease 
projects, often co-sponsored by 
non-profit groups, are becoming 
popular given reduced building of 
publicly subsidized units. 

Resale markets will be healthy 
throughout 1996. Increased sales in 
trade-up homes have lifted average 
resale prices by large margins this 
year, although the supply of 
affordable units is still adequate. 
Overall, affordability remains high 
due to low interest rates and stable 
starter-home prices. This has allowed 
more first-time buyers to enter 
housing markets recently, but a 
combination of higher mortgage rates 
and increased prices may reduce 
affordability by year-end. In 1997, 
sales are expected to decline slightly 
as starter-home prices increase. 

While market conditions generally 
favoured buyers during the early 
months of 1996, some markets are 
moving toward more balanced 
conditions due to a shortage of new 
listings and stronger sales. The return 
of the move-up buyer bodes 
particularly well for home builders. A 
lack of equity appreciation through- 
out much of the 1990s has kept many 
potential move-up buyers from 


Key Provincial Indicators 


making the change. While much of 
the price growth this year has come 
from a shift in the sales mix, overall 
values may also rise. This should 
encourage more move-up buyers to 
test the market in 1997 and lift 
demand for new homes as well. 
Rental market conditions in 
Winnipeg will tighten into 1997 
although the overall vacancy rate will 
remain near 5.0 per cent. In newer 
apartments, those built since 1987, 
vacancies will fall below 2.5 per cent. 
As many of these better rental 
apartments are converted to 
condominiums, the overall supply 
will continue to diminish. 
Meanwhile, vacancies in older 
apartments in the city’s core area will 
remain above city-wide averages. ™ 


MANITOBA 1995 1996) 1997) 
Real GDP (% Change) 2.0 oat 2.4 
Employment (% Change) 2.0 0.8 lee 
Unemployment Rate (%) eS ra, hes 
Housing Starts (Units) 

Total 1963 2250 2500 

Singles 1564 1750 1970 

Multiples 399 500 530 
MLS Sales (Units) 9749 10250 10100 
Average MLS Price (Dollars) 81897 86400 


87500 


SOURCES: CMHC, Canadian Real Estate Association and Statistics Canada. 


(F) Forecast by CMHC. 
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PROVINCIAL HOUSING OUTLOOKS 


Saskatchewan 


by Paul Caton and Todd Selby 


Highlights | 


m= Economy continues to grow 
m Resale prices to rise 


gw Home builders will be more 
active 


Housing market 
performance up 


Saskatchewan housing markets are 
on an uptrend this year. Sales of 
existing homes have increased by 20 
per cent, while residential construc- 
tion has grown by 46 per cent. 
Contributing to the pressure on 
Saskatchewan’s housing markets 
have been further declines in vacancy 
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SOURCE: CMHC. 
1996-97 Forecast. 


rates. Increased migration of young 
adults and seniors from rural 
Saskatchewan to urban areas has kept 
vacancies low. The scarcity of rental 
accommodation has now created an 
environment where property 
managers have been able to increase 
rents for the first time in several 
years. This has given tenants the 
motivation to explore the home 
ownership alternative. 

A combination of rising demand 
and falling supply has pushed prices 
up in the first six months of the year. 
These conditions have also created a 
market that favours sellers in some of 
the more popular subdivisions in 
larger centres. 

House buyers who cannot find 
their choice of home in the resale 
market are now turning their 
attention to the new home market. 
The bulk of activity has been in 
Saskatoon but home building is 
beginning to rise in Regina as well. A 
larger (121 per cent at mid-year) 
increase in single-family activity 
occurred in areas surrounding Regina 
and Saskatoon. Home buyers have 
been taking advantage of rural 
subdivisions that offer large lots with 
lower taxes while remaining close to 
the attractions of a city. 

The demand for condominium 
housing is rising, driven by an aging 
population seeking maintenance-free 
housing alternatives. This form of 
housing has been popular in 
Saskatoon, where a more fully 
developed market has emerged. In 
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the first half of 1996, 291 new condo 
units were started. Sales have set a 
pace of 15 to 20 condominium units 
per month. 


1996-97 Outlook 7 


Resource-based 
industries grow 


Economic activity in Saskatchewan 
will rise partly because of a healthy 
resource sector. Price increases for 
uranium and potash sustain produc- 
tion levels in many northern mines 


‘and encourage new exploration and 


expansion. The strong performance 
of agriculture last year is now being 
felt around the province. Income 
earned from crops sold last year is 
now working its way through the 
economy. Lumber production in the 
province is also expanding with 
rising U.S. demand and higher prices 
this year. These industries employed 
4,000 more people in June than at the 
same time last year. 

The Saskatoon economy will 
remain active as its manufacturing 
sector continues to develop and 
natural-resource-based industries 
remain healthy. Growth in the mining 
sector will be a contributing factor as 
many mining companies have head 
offices located in Saskatoon. Higher 
employment levels at Flexi-Coil and 
Hitachi facilities will also play a role. 

The Regina economy has shown 
renewed growth in the first six 
months of 1996. Activity in the 


service sector is expanding as call 
centre operations, such as that of the 
Canadian Imperial Bank of 
Commerce, grow. More importantly, 
the consolidation of government 
services in the capital has stabilized 
| its economy. There has been an 
increase of 3,000 jobs in public 
administration. This employment 
picture will help consumer 
confidence in Regina. 


Housing markets to 
remain active 


The continued shortage of rental 
accommodation in 1996-97 will 
mean the first significant rent 

increases in the last 10 years. 
However, rents have not reached 

levels that would convince 
developers to invest in new rental 
housing. Accordingly, low vacancy 
rates will continue well into 1997. 
As rents rise, many households 
will be looking to homeownership, 
particularly in the resale market. 
Consequently, there will be 8,000 
homes sold in Saskatchewan’s resale 
markets in 1996, a level not seen 
since 1988. Despite steady demand, 


tesidential MLS Sales 


the inventory of homes for sale will 
remain at low levels as home owners 
consider renovation rather than 
entering the move-up market. 

Good affordability in the form of 
current low house prices and mort- 
gage rates, combined with the short- 
age of homes for sale, will encourage 
demand in 1996. Rising house prices 
will limit demand in 1997, especially 
in Regina and Saskatoon which 
account for 75 per cent of all resales 
in the province. This will result in 
balanced market conditions 
throughout much of the province, but 
in the most popular neighborhoods 
the market will favour those selling 
their homes. Resale activity in 
Saskatoon will moderate while home 
buying activity will increase in 
Regina. Saskatchewan’s other centres 
will see limited supply conditions in 
certain popular price ranges. 


House builders will 
stay busy 


Saskatchewan’s new housing market 
is undergoing significant change. 
Demand for new housing will again 
come mainly from the move-up 
buyers. However, two new market 
niches have emerged. Empty-nester 


population will make this group the 
largest source of demand in future 
years. The other market will be 
first-time home buyers. Rising resale 
prices, due to a shortage of listings, 
will narrow the gap between resale 
and new home prices. This, in turn, 
will make new homes more attractive 
to first-time buyers. 

One trend that will accelerate is an 
increased demand in outlying 
subdivisions and smaller centres. 
Large, low-priced lots will appeal to 
move-up buyers as well as the 
first-time buyers. 

Demand for condominiums will 
persist with demand from empty- 
nester households. These buyers are 
purchasing luxury and semi-luxury 
apartments and townhouse units. 
While the bulk of condo activity in 
1996 and 1997 will be in Saskatoon 
where the market is more developed, 
the Regina market will begin to grow 
in 1997.8 


ASKATCHEWAN households will be moving down into 
units) smaller homes where quality, 
0.000 amenities, and low maintenance are 
more important than price. An aging 
8,000 Key Provincial Indicators 
SASKATCHEWAN 1995 1996) 1997) 
6,000 Real GDP (% Change) 0.8 oh | 24 
Employment (% Change) 0.7 1.7 LA 
4,000 Unemployment Rate (%) 6.9 Ow 6.0 
Housing Starts (Units) 
2,000 Total 1702 2100 1900 
Singles 1341 1550 1475 
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lie as kai: MLS Sales (Units) 7349 8000 7600 
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(OURCE: Canadian Real Estate Association 


. SOURCES: CMHC, Canadian Real Estate Association and Statistics Canada. 
‘MHC: forecast. 


(F) Forecast by CMHC. 
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PROVINCIAL HOUSING OUTLOOKS ~ 


Alberta 


by Laurie Scott and Karla Spilsted 


Highlights 


a Alberta leads country in 
economic growth 


a Migration underpins housing 
demand 


mw Residential dwelling starts 
break 18,000 in 1997 


Higher home sales in 
first half of ’96 


Alberta’s housing markets are 
trending up this year after declining 
in 1995. Growing economic 
momentum, combined with rising 
employment and in-migration, 
contributed to renewed activity in the 
economy and housing markets. One 
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major change from our previous 
outlook is that most of the centres in 
the northern half of the province are 
beginning to catch up to Calgary, and 
are now contributing to provincial 
growth. As a result, much of the 
hesitation evident in most markets 
last year has evaporated and housing 
is again heading up. 

Sales on the existing homes 
market rose 27 per cent in the first 
half. Low, steady interest rates, 
affordable prices and healthy 
inventories are all contributing to 
higher sales levels in most centres. 
Despite the increase in activity, prices 
continue to show only modest 
improvement, largely because the 
large number of listings in many 
centres is keeping prices in check. 
These affordable conditions are 
drawing buyers into the market. 

Residential construction across the 
province increased in the first half of 
1996, compensating in part for last 
year’s performance. New home con- 
struction is rising throughout the 
province and is up 18 per cent in the 
first six months of the year. In new 
home starts, Calgary turned in an 
impressive performance. In the first 
half of the year, the city posted more 
single-family dwelling starts than 
Vancouver, and ranked second only 
to Toronto. Smaller centres are also 
experiencing increased new home 
construction. In Canmore, for 
example, demand has pushed starts 
up 62 per cent over last year. New 
home construction in Edmonton is 
also up as lower inventories and 
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wate 


growing demand result in more 
favourable conditions for builders. 
Fort McMurray is showing higher 
activity, with more housing starts in 
the first half of the year than at any 
time since 1985. 


1996-97 Outlook 


Economy firing on all 
cylinders in ’97 


The Alberta economy is poised to set 
the pace for the rest of the country 
over the forecast period. Changes to 
the energy tax and royalty structure 
have helped pave the way for several 
billion dollars’ worth of investment 
in heavy oil projects. These large 
projects will underpin the provincial 
economy over the long term. In 1997, 
the most immediate impact will be an 
increase in investment and 
employment in non-residential 
construction. Employment spin-offs 
from these projects will benefit not 
only northern centres but also 
Calgary and Edmonton. 

As well, drilling and exploration 
has remained healthy, above earlier 
forecasts. Oil and gas exploration is 
expected to surpass last year’s pace 
of over 11,000 wells. Oil prices have 
remained higher than expected as a 
result of strong demand. The outlook 
for the natural gas industry remains 
flat until 1998, when pipeline 
expansion will increase capacity. 

Telecommunication, petrochemi- 
cals, and forestry are also growth 


ligration Rising 
LBERTA 


aumber of persons) 
10,000 


‘5,000 


!0,000 


5,000 
0,000 
5,000 i 


91 92 93 94 95 96 97 
MB ACTUAL FORECAST 


JURCE: Statistics Canada. 
VHC: Forecast. 


sectors for the province. Nortel 
recently expanded manufacturing 
facilities in Calgary, and NovaCor 
and Union Carbide will start work on 
ethylene plants in the Red Deer area 
next year. Strong world demand for 
commodities and a low Canadian 
dollar will help exports lift the 
provincial economy through the end 
11997. 

Migration to the province from 


spending. Robust economic 
expansion will push GDP growth 
over 3.0 per cent in both 1996 and 
1997. 

In contrast to our outlook for the 
past several years is the contribution 
that consumers are making to the 
economy. Employment and wage 
gains will translate into rising 
incomes and higher spending over 
the forecast period. This will benefit 
housing and other retail markets, 
bringing increased activity to the 
service sector. 


Housing markets 
expand in ’97 


A 15 per cent increase in residential 
construction is expected this year to 
16,000 units. A further 14 per cent 
gain next year, breaking the 18,000 
units mark, will come from a more 
balanced market with additional 
multiple starts. The single-family 
home market will be healthy over the 
forecast period, increasing 25 per 
cent by the end of 1996 and a further 
9.0 per cent in 1997. Economic 
growth in rural areas will fuel 
demand for housing, augmenting 
prospects in Calgary and Edmonton. 


Multiple-family housing construction 
this year will be dampened by 
surplus inventory in Edmonton and 
Calgary. This will be short-lived as 
demand increases, and active 
multiple construction is expected to 
resume in 1997. 

Resale markets will continue to 
perform well for the balance of the 
year. Sales volumes will end the year 
at 36,000, up 23.7 per cent over 
1995. This will continue into 1997, 
resulting in an additional 8.3 per cent 
increase for the province. Higher 
demand in the market coupled with 
reasonable inventories of listings in 
most centres will increase average 
selling price by 2.8 per cent in 1996 
and 3.8 per cent in 1997. 

Rental markets will benefit as 
well. While Edmonton markets 
continue to recover, the vacancy rate 
in Calgary will decline to its lowest 
level in six years. Tighter conditions 
in the rental market mean that rent 
increases will likely occur, paving the 
way for new rental projects by 1997." 


Key Provincial Indicators 


other parts of Canada will increase ALBERTA 1995 1996) 1997") 
the labour force. Employment 
opportunities are expected to increase Real GDP (% Change) L.3 3.0 >> 
net migration to 26,000 by 1997, the Employment (% Change) Ze 2.8 3d 
highest level in this decade. Unemployment Rate (%) 7.8 13) 13 
Nevertheless, annual unemployment Housing Starts (Units) 
rates will continue to decline to a Total 13906 16000 18200 
seven-year low of 7.3 per cent in 
1997. Singles 10096 12600 13700 
Provincial spending is expected to Multiples 3810 3400 4500 
provide a modest injection to the MLS Sales (Units) 29098 36000 39000 
8 aie ised Average MLS Price (Dollars) 114772 118000 122500 


surplus, the province may be in a 
position to implement tax reductions, 
stimulating business and consumer 


SOURCES: CMHC, Canadian Real Estate Association and Statistics Canada. 
(F) Forecast by CMHC. 
rN SE SESE TE SEE ES PE ESE AE I EE IE EEL ELE ILLS LLL EL ELEN LS DOLE IE DE LILI NL EA, 


NATIONAL HOUSING OUTLOOK — THIRD QUARTER 1996 25 


British Columbia 


by Helmut Pastrick 


Highlights 


m Sales volume inches higher 
m Moderate demand outlook 
m Housing — half speed ahead 


Sales volume inches 
upward 


B.C.’s housing market has made 
small but important gains so far this 
year. Sales volume inched forward 
and unsold inventory of new housing 
Tels 


Housing Starts 
BRITISH COLUMBIA 
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SOURCE: CMHC. 
1995-96 Forecast. 


PROVINCIAL HOUSING OUTLOOKS 


Housing sales posted a small 
advance in the second quarter. 
Seasonally adjusted sales volume 
increased by 8.0 per cent over the 
first quarter, 30 per cent above the 
same period in 1995. However, 
volume then was at its low point, so 
the year-over-year gain will shrink as 
the year progresses. 

The foundation for a better new 
construction market is beginning to 
form, though declining prices have 
offered no support. The large number 
of resale units on the market has 
pushed prices down. At present sales 
rates, it will probably be several more 
months before prices stabilize. 

Increased activity occurred in new 
high-rise apartment condominiums in 
the second quarter and in July, 
mainly in the downtown Vancouver 
area. Pre-construction sales activity 
in a few large projects had a 
noticeable impact on the region’s 
monthly sales total. However, this 
construction wave will soon end 
since large projects take a longer time 
to absorb and the two large newly 
introduced development sites will be 
phased in over several years. 

Sales activity is spotty and at 
moderate levels overall, with the 
affordable market accounting for 
much of the stimulus. The trade-up 
and empty nester markets are slow. 
New housing has difficulty 
competing for sales against the less 
expensive existing housing stock. 
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Single-family construction is 
rising. Most centres are up by 20 per 
cent over last year’s low levels. The 
pace of recovery is held back by 
weak pricing conditions, even though 
unsold inventory level is down by 
over one third from a year ago. In the 
Vancouver area, the high land cost 
makes new houses less affordable 
and the market dependent upon the 
trade-up segment. 

The new semi-detached and row 
housing sectors are also moving up. 
Unsold inventory levels dropped by 
one third from the peak in mid 1995. 
Volumes in this market are small by 
comparison with the new house and 
apartment markets, but it is a steadily 
growing sector. 

Overall, the housing market made 
a little headway toward more 
balance. While the building sector 
continues to make further 
adjustments toward this goal, the 
resale market remains largely 
oversupplied. How long before 
balanced market conditions prevail 
will depend mostly on sales rates. 


1996-97 Outlook 


Moderate demand 
outlook 


A moderately growing economy, 
slower population growth, and the 
expectation of higher mortgage rates 
translates into lacklustre advances in 
housing demand. 


 B.C.’s economy is expected to 
grow about 2.0 per cent this year and 
by an additional 2.5 per cent next 
year. Exports of the province’s 

resources, particularly forest 
products, are not providing the same 
stimulus as in previous years. Lower 
pulp and newsprint prices, along with 
weaker demand from Japan and to a 
lesser extent from the U.S., have 
taken some wind out of export’s sails. 
Next year, a stronger Japanese 
economy may compensate for a 
slowing U.S. 

One area with good prospects is 
tourism. In addition to the support of 
alow dollar, some structural changes 
are helping tourism. The Vancouver 
International Airport, recently 


expanded at a cost of several hundred 


million dollars, now has the capacity 
for a large increase in air traffic and 
passengers, mostly from other 
countries. The Open Skies 
Agreement with the U.S. has meant 
more than double the number of 
direct connections from Vancouver to 
major U.S. cities. This has positive 
implications for business as well as 
tourism. 

Capital investment and spending 
are slowing down. There are few new 
large projects to fill the vacuum left 
by completed projects, such as the 
airport expansion. Further, the newly 
elected provincial government has 
announced a temporary freeze on 
capital spending projects. The 
negligible increase in total capital 
expenditures in B.C. last year, 
excluding housing, will turn into a 
decline this year. Only slight 
improvement is expected next year. 

Consumer demand fundamentally 
determines growth of this economy 


_— it is responsible for two thirds of 


economic activity. With low 
employment and income growth, job 
uncertainty, and dwindling savings, 
consumer spending has not been 
strong. Retail sales are showing small 
gains, but are falling when adjusted 
on a real per capita basis. Slower 


population growth and housing 
markets have also resulted in less 
consumer spending. 

Consumers next year will be faced 
with quite similar conditions. The 
prospects for higher income growth 
are limited by a high unemployment 
rate and by restraint from many 
employers. Job and financial 
uncertainty will continue. Further, 
homeowners will feel less wealthy 
since housing prices have dropped in 
the past two years. 

Government spending is restrained 
by deficit and debt reduction targets. 
Little, if any, growth can be expected 
from this sector next year. 

Population flows to B.C. are 
down. Relatively stronger economic 
growth in other parts of the country, 
especially Alberta, is reducing net 
inter-provincial migration. More 
people are leaving B.C. than before, 
partly because of higher housing 
costs. International migration now 
accounts for two thirds of total net 
migration to the province; but, with 
changes in national immigration 
levels, it is lower than in recent years. 
Turning Hong Kong over to China 
next year may cause a new wave of 
migration to B.C. and lend support to 
housing demand. 

Economic conditions will likely be 
mixed next year, holding growth in 
B.C.’s economy near or below the 
national average. 


Housing — half speed 
ahead 


Housing construction is expected to 
fall this year to 26,750 units and to 
revive somewhat next year to 29,100 
units. These activity levels will 
remain below those seen in the early 
1990s. Housing sales volume will 
also remain below recent highs. 
More inventory adjustment lies 
ahead for new housing in 1997. New 
apartment condominium construction 
is expected to fall back after the 
current wave in high-rise 
construction. A diminishing number 
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Active Listings and Sales-to- 
Active Listings Ratios, 
Seasonally Adjusted, 
Vancouver Area 
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of building permits issued but not 
started indicate that recent activity is 
temporary. The low-rise apartment 
sector will probably experience 
higher construction levels in the 
second half of 1997. 

High rise condominium apartment 
construction is being lifted by the 
development of some prime sites in 
downtown Vancouver, such as the 
Bayshore, Coal Harbour, and 
Concord Pacific sites. Subsequent 
phases will commence in 1997. 

In the new single-family market, 
gains will remain modest. The 
primary obstacle is the high cost of 
land, which has come down in the 
last two years. Affordable new 
houses are difficult to build at current 
densities. An emerging trend in some 
suburban areas of Vancouver features 
developments with small lots and 
small houses. 

The markets for new move-up and 
luxury houses are less active. 
Demand is low because of moderate 
turnover in the existing stock, stiff 
competition from existing houses, 
and less migration. 

One sector that will increase next 
year is medium-density, ground- 
oriented housing, such as semi- 


detached and row units. These units 
offer an affordable alternative to 
single-family houses. 

New house prices are expected to 
stabilize next year. Excess inventory 


_is becoming less of a factor and 


should be down next year to levels 
that allow prices to stabilize. Stuff 
competition from the resale market in 
the face of moderate demand growth 
will also limit pricing. 

The resale market will remain in 
excess supply into 1997. With current 
high prices, some home owners are 


encouraged to put up their house for 
sale and move to less expensive 
properties, thus increasing market 
listings. This, combined with 
moderate demand, will tend to lower 
prices further. Balanced resale market 
conditions are not expected before 
mid 1997._ 


el 


Key Provincial Indicators 


BRITISH COLUMBIA 1995 1996) 1997") 
Real GDP (% Change) Led 2.0 2 
Employment (% Change) Lal, 2 2.0 
Unemployment Rate (%) 9.0 8.5 8.3 
Housing Starts (Units) 

Total ZAOST 26750 29100 

Singles 11581 12800 14200 

Multiples 15476 13950 14900 
MLS Sales (Units) 58082 68000 73500 
Average MLS Price (Dollars) 221911 221000 219000 


SOURCES: CMHC, Canadian Real Estate Association and Statistics Canada. 


(F) Forecast by CMHC. 
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Housing Starts 


Total 
(units and annual per cent change) 


stesso lil 192 1o95 1994 ee 1996) 1997®) 
NFLD 2836 227 2405 2243 1 FTA 1750 1625 
% -12.6 -19.9 Seo -6.7 -23.7 Dee -7.1 
PEI ae) 644 645 669 422 545 485 
% 27.4 16.5 0.2 Oe) -36.9 294 -11.0 
NS S173 4673 4282 4748 4168 4400 3700 
% -7.0 Sey! -8.4 Ne) ARS 5.6 -15.9 
NB 2872 3310 3693 3203 2300 2600 2700 
% 7.0 15.3 11.6 -13.3 -28.2 13.0 3.8 
QUE 44654 38228 34015 34154 21885 24300 27500 
% -7.1 -14.4 -11.0 0.4 -35.9 110 132 
ONT 52794 D2 45140 46645 35818 42300 45000 
% lel 20 = ore 3)2) -23.2 18.1 6.4 
MAN 1950 2310 2425 197) 1963 2250 2500 
% -40.9 18.5 5.0 Ses -38.6 14.6 tl 
SASK 998 1869 1880 2098 1702 2100 1900 
% -29.6 alos) 0.6 11.6 -18.9 23.4 -9.5 
ALTA 12492 £85i/3 18151 17692 13906 16000 18200 
% -27.5 48.7 -2.3 -2.5 -21.4 ieayal 13.8 
BC BLSIO 40621 42807 39408 27057 26750 29100 
%o -13.2 27.4 5.4 -7.9 -31.3 -1.1 8.8 
CAN 156197 168271 155443 154057 110933 *123000 #132700 
% -14.0 ded. -7.6 -0.9 -28.0 10:9 Flee} 


SOURCE: CMHC. 
(F) Forecast. 
* Total does not add due to rounding. 
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Housing Starts 


Singles 
(units and annual per cent change) 
1991 1992 1993 1994 1995 1996) 1997) 
NFLD 2135 1611 1559 1455 1165 1175 ie 6 
% atoe5 245 =3.2 -6.7 -19.9 0.9 285 
PEI 376 421 460 454 364 425 415 
% 59) 12.0 9.3 -1.3 -19.8 16.8 34 
NS 2604 3232 3126 3358 3040 3400 3000 
% -28.4 24.1 E33 ie -9.5 11.8 21138 
NB 2154 2391 2535 2547 1722 2100 2140 
% 0.8 11.0 6.0 0.5 324 22.0) 1.9 
QUE 22531 18564 17136 18414 13428 16300 18000 
% 09 =17.6 A | ass 7 21.4 10.4 
ONT 26290 27868 26240 30036 20124 27000 28500 
% -18.9 6.0 5.8 14.5 -33.0 34.2 5.6 
MAN 1589 1683 1874 2441 1564 1750 1970 
% -44.2 5.9 GS 30.3 -35.9 11.9 12.6 
SASK 7715 1484 1342 1542 1341 1550 1475 
% S055) 91.5 -9.6 14.9 =13.0 15.6 4.8 
ALTA 9778 14125 13040 12671 10096 12600 13700 
% 299.2 44.5 Tel. oS =20.3 24.8 8.7 
BC 18335 21472 17787 16591 1153 12800 14200 
% 20:6 17.1 elie 2601, -30.2 10.5 10.9 
CAN 86567 92851 85099 89509 64425 *79 100 *84500 
% -15.4 7.3 -8.3 SP 80) 028 6.8 
Multiples 
(units and annual per cent change) 
1991 1992 1993 1994 1995 1996) 1997) 
NFLD 701 660 846 788 547 575 550 
% -o.8 5.8 280 -6.9 -30.6 al -4.3 
PEI 177 223 185 215 58 120 70 
% -36.6 26.0 eT7.0 16.2 7160 106.9 -41.7 
NS 2569 1441 1156 1390 1128 1000 700 
% 33.7 -43.9 -19.8 D020 1$.8 Te -30.0 
NB 718 919 1158 656 578 500 560 
% 31.5 28.0 26.0 -43.4 -11.9 “13.5 12.0 
QUE 22103 19664 16879 15740 8457 8000 9500 
% -4.3 lid a2 -6.7 -46.3 25.4 18.8 
ONT 26504 27904 18900 16609 15694 15300 16500 
% Bi ioe 53 230.3 121 255 25 7.8 
MAN 361 627 551 756 399 500 530 
% -19.8 ia spat 37.2 AT 2513 6.0 
SASK 223 385 538 556 361 550 425 
% -32.4 712.6 39.7 3.3 =35.1 52.4 Da 
ALTA 2714 4448 5111 5021 3810 3400 4500 
% -20.6 63.9 14.9 -1.8 aN -10.8 32.4 
BC 13540 19149 25020 22817 15476 13950 14900 
% aI 508 41.4 30.7 SRS oe -9.9 6.8 
CAN 69630 75420 70344 64548 46508 *43900 *48200 
% ED) 8:3 26.7 ay) 219 -5.6 9.8 


SOURCE: CMHC. 
(F) Forecast. 


* Total does not add due to rounding. 
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Housing Starts 


Multiples, by Area and Tenure 


(units) 
Centres 10,000 Population and Over 
| ii All 
Rental\Co-op Total Total Other Areas 
Private Assisted Rental Condo Other* 10,000+ Areas Total 
NFLD 
1995 49 0) 49 31 447 S27, 20 ayy 
1996 28 0 28 50 480 558 1) 575 
1997 48 0) 48 32) 340 520 30 550 
PEI 
1995 51 0 Sil 0) 0 il 7 58 
1996 110 0 110 0 0 110 10 120 
1997 60 0 60 0 0 60 10 70 
NS 
1995 579 0 579 24 414 1017 111 1128 
1996 383 0 383 0 482 865 135 1000 
1997 305 0 305 0 300 605 95 700 
NB 
1995 359 0 359 16 87 462 116 578 
1996 346 0 346 14 80 440 60 500 
1997 344 0) 344 26 105 475 85 560 
QUE 
1995 2641 0 2641 2171 2965 WUT 680 8457 
1996 ~ 2500 0 2500 1800 3000 7300 700 8000 
1997 3000 0 3000 2200 3300 8500 1000 9500 
ONT 
1995 547 2945 3492 5661 6147 15300 394 15694 
1996 1200 900 2100 4900 7700 14700 600 15300 
1997 1600 0 1600 6200 7700 15500 1000 16500 
MAN 
1995 0 0 0 DAB 26 299 100 399 
1996 1S 0 125 250 0) SS 125 500 
1997 130 0 130 250 0 380 150 530 
SASK 
1995 33 0 33} 281 6 320 41 361 
1996 20 0 20 470 10 500 50 550 
1997 25 0 25 360 10 395 30 425 
ALTA 
1995 196 0 196 2562 358 3116 694 3810 
1996 200 0 200 2045 250 2495 905 3400 
1997 400. 0 400 2965 250 3615 885 4500 
BC 
1995 843 350 1193 12769 672 14634 842 15476 
1996 950 500 1450 11250 950 13650 300 13950 
1997 900 500 1400 12000 1000 14400 500 14900 
i 
CAN 
1995 5298 3295 8593 24582 m2, 43503 3005 46508 
1996 5862 1400 7262 21979 12952 40993 2902 **A 39000 
1997 6812 500 TS 25288 13005 44450 3785 **4 8200 


SOURCE: CMHC. 
1995 Actual, 1996-97 Forecast. 
* Includes homeowner and unclassified units. 


** Total does not add due to rounding. 
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Housing Starts 


Total New House Price Index* 
(annual per cent change) 


1991 1992 1993 1994 1995 1996) = 1997) 

ST. JOHN’S Te 0.8 0.1 0.4 0.1 =1.0 0.5 
HALIFAX “(2 1.1 3.0 2.8 2.9 0.9 3.5 
SAINT JOHN 0.9 0.9 20nl 0.1 -0.1 4007) -0.5 
QUEBEC CITY 2.8 0.8 -0.3 205 0.8 -0.5 0.5 
MONTREAL 0.6 0.1 0.8 0.6 0.8 -0.5 1.0 
OTTAWA -0.4 0.1 -0.6 0.2 ae =1h4 0.9 
TORONTO 5. -4.4 22.4 “(2 07 ees 0.0 
HAMILTON -5.9 -3.6 2.6 -0.3 sla r0 0.7 
ST. CATHARINES 335 A 39 -4.0 -0.8 0.7 0.4 
KITCHENER 218 -3.0 0.8 26 e017 0.1 0.3 
LONDON 0.5 0.2 -0.1 0.2 07 “let 0.5 
WINDSOR -0.0 [Out -0.5 On ikea es! 0.5 
SUDBURY- 

THUNDER BAY 0.3 -0.5 1.9 1.4 0.2 -0.3 eOM 
WINNIPEG 02 2071 3.5 3.4 1.5 ee 15 
REGINA aA 4.6 5.5 3.9 3.1 25 2.0 
SASKATOON -0.8 0.5 3.4 ies 0.9 2.0 2.0 
CALGARY 7) 0.6 a4 2.4 0.8 1.0 1s 
EDMONTON ey) 0.9 3.5 0.9 Ake 0.8 1.5 
VANCOUVER SVE) 8.8 (ke -0.6 502 -6.0 3.0 
VICTORIA “155 4.9 3.0 -0.9 -8.6 -6.6 1.4 
CANADA -6.9 0.0 12 0.1 510 eile 1.2 


SOURCE: Statistics Canada. 
(F) Forecast by CMHC. 
* Includes both house and land components. 
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Total Residential Sales 


(units and annual per cent change) 


1991 1992 1993 1994 1995 1996) 1997®) 
NFLD 1892 1829 1867 1873 1655 1850 1725 
%o 253 -3.3 2a 0.3 -11.6 11.8 -6.8 
PEI 764 604 654 599 476 525 485 
% 3.0 -20.9 8.3 -8.4 -20.5 10.3 -7.6 
NS 5811 6958 7180 7140 7019 7100 6800 
% -4.3 19.7 3.2 -0.6 5 12 -4.2 
NB 3259 3550 3483 3339 3496 3600 3750 
% 514 8.9 -1.9 -4.] 4.7 3.0 4.2 
QUE 28005 31946 31875 33575 29824 34000 34500 
% a2 14.1 202 5.3 2115) 14.0 1 
ONT 126143 131380 121558 130360 115512 132000 129000 
% 227 4.2 es Te aided 14.3 23 
MAN 9521 11383 10556 10825 9749 10250 10100 
% 1.8 19.6 Ape os -9.9 5.1 5 
SASK 6505 7829 7375 7459 7349 8000 7600 
% 1.6 20.4 a578 i AIK 8.9 25.0 
ALTA 34360 38545 37024 32512 29098 36000 39000 
% 3.9 122 -3.9 A120 -10.5 23.7 8.3 
BC 84554 93564 80919 75270 58082 68000 73500 
% 45.7 10.7 e135 -7.0 pos 1a 8.1 
CAN** 300814 327588 302491 302952 262260 *301300 *306500 
% 20.4 8.9 277 0.2 -13.4 14.9 We 
Average Residential Price 
(dollars and annual per cent change) 
@ 1991 1992 1993 1994 1995 1996) 1997) 
NFLD 90822 92137 91243 91697 89525 92000 91500 
% 2.4 1.4 -1.0 0.5 A 2.8 -0.5 
PEI 71033 75570 72422 78753 73807 77000 75500 
% 25 6.4 7) 8.7 -6.3 4.3 -1.9 
NS 86462 87685 88965 91109 89788 92000 93000 
% 24 1.4 1.5 2.4 pis 2.5 it 
NB 80897 82478 84951 84149 83994 84000 84500 
% 4.0 2.0 3.0 -0.9 1) 0.0 0.6 
QUE 102795 102311 102447 102242 98837 100000 101000 
% 2.0 -0.5 0.1 20.2 -3.3 Ve 1.0 
ONT 173723 162827 157672 161165 154997 157000 159000 
% ah? -6.3 33.2 DDD 238 1.3 1.3 
MAN 80445 80686 81739 83761 81897 86400 87500 
% 0.6 0.3 ike 25 E959) 5.5 1.3 
SASK 67697 68406 70698 72738 73796 75000 77000 
% =E8 1.0 3.4 2.9 1.5 1.6 ry) 
ALTA 111482 113558 117085 117336 114772 118000 122500 
%o 2.6 1.9 3.1 0.2 Oe 2.8 3.8 
BC 168235 189999 211992 229514 221911 221000 219000 
Io 6.7 12.9 11.6 8.3 =e -0.4 -0.9 
CAN** 149749 150756 153583 158878 150722 *152800 *154900 
%o 4.4 0.7 1.9 3.4 ai 1.4 1.4 


NOTE: Historical data has been revised by CREA since this forecast. CMHC 
recommends using the percentage change forecasts rather than the level 
forecasts. 


SOURCE: The Canadian Real Estate Association. 
(F) Forecast by CMHC. 

* Total does not add due to rounding. 
** Excludes Yukon and Northwest Territories. 
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Vacancy Rate 


Apartment Structures of Three Units & Over 
Privately Initiated, by Metropolitan Area 


(per cent) 
1994 1995 1996 1997 
*Number of 
Units AUR APR OCT OCT! . | .0Ci? 
CALGARY 47930 6.3 al 4.6 3.6 27 2.0 
CHICOUTIMI- 

JONQUIERE 8190 53 6.3 5:5 6.0 Sul 56 
EDMONTON 64748 9.1 8.9 10.2 10.2 8.0 6.0 
HALIFAX 32073 ape 7.2 uP) a 8.1 7.4 
HAMILTON 43282 a 2A 2.4 2.0 13 1.6 
KITCHENER 25930 4.2 ae 2.6 po 20, 20 
LONDON 39674 4.7 4.l 3.9 4.3 wg) 3.9 
MONTREAL 453451 6.4 6.8 5.8 6.2 53 5.6 
OSHAWA 11085 4.1 3.4 2.6 ou pe 22 
OTTAWA 60772 US 2.6 3.4 3.8 4.0 BI 
HULL 18378 4.7 6.6 5.6 8.3 7.5 7.0 
QUEBEC CITY 71301 Sil 6.9 5.6 6.0 55 5 
REGINA 12088 4.1 3.2 3.3 on ia 2.0 
ST. CATHARINES- 

NIAGARA 16631 6.0 5.8 4.9 5.2 4.9 4.3 
SAINT JOHN 7939 8.7 8.0 8.8 8.6 9.0 9.2 
ST. JOHN’S 4727 10.6 it 9.1 10.8 1255 13.0 
SASKATOON 17676 4.0 8 oe 1.0 1.5 2.0 
SHERBROOKE 23503 6.2 8.0 6.2 6.2 5:8 5.4 
SUDBURY 10832 Sl 4.3 6.2 6.0 6.5 6.5 
THUNDER BAY 5346 4.4 4.1 6.4 6.2 6.2 5.9 
TORONTO 298962 1.8 1.2 1.0 0.8 1.0 0.8 
TROIS-RIVIERES 16023 6.3 TA 73 2 6.3 5.6 
VANCOUVER 106754 1A 0.8 1.3 ee 125 17 
VICTORIA 24551 3.0 1.9 4.1 33 3.9 3.3 
WINDSOR 14738 2.6 1.6 1.3 jks 1.1 1.4 
WINNIPEG 55468 5.4 5.6 4.7 5.4 52 5.0 
CANADA** 1492052 4.6 4.6 4.2 4.3 4.1 3.8 


SOURCE: CMHC. 
(F) Forecast. 
* Total number of units in October 1995. 
** Weighted average of Metropolitan areas surveyed. 
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Labour Markets 


Employment | 
(annual per cent change) 


1991 1992 1993 1994 1995 1996) 1997) 
NFLD -1.5 -4.4 -0.5 0.5 |i -6.0 -2.5 
PEI -3.6 1.9 0.0 ay, 5.4 3.4 -1.6 
NS -2.1 -2.9 -0.8 eps (eal 1.0 let 
NB -1.7 1.7 1.0 OF, D3 0.7 1.6 
QUE -2.3 -1.0 0.4 DBS i5 iis) 1.4 
ONT -3.5 -0.9 1.8 1.4 1.4 | as) 1.9 
MAN -2.3 -1.6 Zed 0.4 VAY 0.8 ise 
SASK 0.0 -1.5 0.9 0.4 OF Ley 1 
ALTA 1.0 -0.4 0.9 52 Di} 2.8 Bell 
BC 1:5 P| ZO 4.0 ile Ded, 2.0 
CAN -1.9 -0.6 Ws 21 1.6 6 1.8 
Unemployment Rate 
(per cent) 
1991 1992 1993 1994 1995 1996) 1997) 
NFLD 18.3 20D 20-1 20.4 18.3 20. 2 
PEI 16.9 17.9 18.1 bel 14.7 14.0 15.0 
NS 12-0 ANS 594 14.7 Bm) Aa 11.6 Lass 
NB 12.8 i ees 12.6 12.4 HleS | Eee 10.8 
QUE 0 i238 P32 2 13 10:9 10.8 
ONT 9.6 10.9 10.6 9.6 8.7 Onl 8.8 
MAN 8.9 O74] 9.3 Pz Hi) Leh the 
SASK gh} 82 8.0 20 6.9 6.2 6.0 
ALTA 8.3 9.5 9.7 8.6 7.8 ie) ie) 
BC 10.0 10.5 9.7 9.4 9.0 8.5 8.3 
) CAN 10.3 £173 b4e2 10.4 5 9.5 9.3 


SOURCE: Statistics Canada. 
(F) Forecast by CMHC. 
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Demographics 


Total Net Migration* 
(number of persons) 


199] [992 1993 1994 1995 1996) 1997) 
NFLD -271 -910 -3465 -7105 -6535 -8000 -7500 
PEI -308 605 778 1198 976 645 oD 
NS L787, 2479 09 -632 2472 900 600 
NB 245 -436 -393 -562 -427 -450 -250 
QUE Cog) 32866 30165 29 16182 8700 11200 
ONT 68108 98211 76221 62876 117244 100000 97000 
MAN -2524 -1657 -1319 -1473 1681 1300 1250 
SASK -7098 -4422 -3104 -3024 -34] -325 -475 
ALTA 16876 15570 8890 L953 17683 22000 26000 
BG 62978 78712 fOZo1 235) TS192 54900 50900 
CAN** 163090 221018 184593 130495 PRAT 179670 179100 


SOURCE: Statistics Canada. 


(F) Forecast by CMHC. 


* Sum of the interprovincial migration, international migration, non-permanent residents and returning Canadians. 


** Excludes Yukon and Northwest Territories. 
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Major Housing Indicators 


Seasonally adjusted at annual rates 
(levels and quarterly percentage change) 


94:Q4 95.01 93;Q2 5.03 95:Q4 96:Q1 96:Q2 


New housing 


Building permits, units, thousands 139.0 124.4 112.6 114.4 105.9 130.9 128.9 
% -7.0 -10.5 -9.5 1.6 -7.4 23.6 -1.5 
Housing starts, total, thousands 138.9 PAS) 106.8 104.2 110.3 i Beast 124.6 
% -10.8 -12.0 -12.7 -2.4 5.9 1.6 th 
Housing starts, singles, thousands Tek 69.8 61.3 60.6 65.5 69.0 79.4 
% -17.9 -9.5 -12.2 -1.1 8.1 a5 (lye 
Housing starts, multiples, thousands 61.8 SES) 45.5 43.6 44.8 43.1 45.2 
% 0.0 -15.0 -13.3 -4.2 2.8 -3.8 4.9 
Housing completions, total, thousands 15925 134.5 124.4 109% 109.7 114.1 111.6 
% -9,2 -15.6 -7.5 -12.2 OS 4.0 -2.2 
New house price index, 1986=100 159 135.8 134.8 134.1 1333 1328 13139 
% 0.0 -0.1 -0.7 -0.5 -0.6 -0.6 -0.4 


Existing housing 


MLS resales, units, thousands 216.3 227.8 254.5 297.3 268.3 201A 30322 
% 3.0 -17.6 il bees 16.8 -9.8 8.5 4.1 
MLS average resale price, $C thousands 157.9 150.8 148.8 151.8 15022 147.3 149.4 
% -1.7 -4.5 -1.3 Dake -1.1 -1.9 1.4 


Mortgage market 


Mortgages outstanding, $C billions 330.1 332.8 334.1 3362 sea! 343.1 
Jo 0.8 0.8 0.4 0.6 0.9 Le? 
Mortgage approvals, $C billions 55.4 46.3 2.2 65.3 54.5 67.0 
J -3.2 -16.3 12.6 25:0 -16.5 22.9 
l-year mortgage rate, per cent* 8.50 9.63 8.50 7.96 7.42 6.75 6.50 
5-year mortgage rate, per cent* 10.10 10.34 8.96 8.80 8.53 8.03 8.50 


Residential investment** 


Total, $1986 billions 30.7 28.6 27.3 26.8 26.3 272 
% -3.9 -6.6 BAY] =1.9 ai 3.7 
New, $1986 billions 14.6 13.7 122 Weak 112 Ties 
% =8.4 =6:2 105 -9.3 O77 2.9 
Alterations, $1986 billions 10.1 9.9 9.6 9.4 9.2 9.3 
% 158 sia 231 22:5 E10 0.5 
Transfer costs, $1986 billions 6.0 5.0 5.4 6.3 5.9 6.5 
% oD -16.4 7.8 15a -6.3 10.0 
Deflator, 1986=100 139.8 138.8 139.2 1444 18a 138.4 
%o 0.1 037 0.3 1.4 AS hea) AVE: 


SOURCES: CMHC. Statistics Canada, Bank of Canada, The Canadian Real Estate Association. 
.. Figures not available. 
* All indicators are seasonally adjusted except 1- and 5-year mortgage rates. 
** Residential investment includes outlays for new permanent housing, conversion costs, the cost of alterations and improvements, supplementary costs, and transfer costs. 


NATIONAL HOUSING OUTLOOK — THIRD QUARTER 1996 37 


ON Time, ON TARGET, 
On-LINE 


Canada Mortgage and Housing Corporation’s (CMHC’s) Market Analysis Centre 
produces three quarterly national reports that give a comprehensive view of the 
Canadian housing industry with information you can build on. 


e Canadian Housing Markets is the most exhaustive assessment of 
current and future housing market conditions in Canada’s major markets. 
This quarterly report discloses economic and housing market prospects, 
identifies hot and cool markets, and provides insight into special local 
conditions. Using CMHC’s unique Affordability Indicators, you can see 
instantly where housing is becoming more or less affordable, given trends 
in local incomes, house prices, property taxes, heating costs, interest rates 
and the supply of affordable housing. It also offers in-depth analysis of 
special issues and topics important to the home building industry. 


e Mortgage Market Trends provides information on development, both 
nationally and provincially. It is an important source for detailed analysis 
and timely information on the primary and secondary mortgage markets 
for lenders and the housing industry. Mortgage Market Trends features 
market-share information, mortgage-backed securities activity, mortgage 
rate movements, opinions on mortgage financing trends from experts in 
both the private and public sectors, and much more. 


Subscribe to CMHC’s market analysis publications — it’s like having your 
own market consultant! 


Call 1-800-668-CMHC, or fax 1-800-463-3853. We accept VISA, MasterCard or 
American Express cards. Some market analysis publications are available through 
the Canadian Housing Market Online Service (CHMOS) on the Internet. Find out 
how to use this source of timely information by calling 1-888-246-6763. 
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Local Publications Give You Information 
for Today’s Housing Markets 


Now, you can take advantage of Canada Mortgage and Housing Corporation’s network 
of expert analysts and economists in 26 major urban areas. Our local housing market 
publications give you the most comprehensive housing statistics and market 
intelligence available in Canada. 


e Housing Market Report summarises monthly data and statistics in 26 
urban centres, including housing starts, mortgage rates, economic 
indicators, new home prices, absorption rates and unsold inventory by 
dwelling type, and topical analyses of economic and demographic 
developments affecting local housing markets. Published monthly in large 
CMAs and quarterly in smaller CMAs. 


e Housing Market Outlook analyses and forecasts the most recent 
movements in the resale and new housing markets in more than 26 major 
urban centres. Market trends include local MLS activity, average prices, 
ratios comparing sale pricesand list prices, factors affecting the local 
economy, forecasts for housing starts and new home prices, sales levels 
and mortgage rates. Available three times per year in larger urban centres 
and two times per year in smaller urban centres. 


e Rental Market Survey Report gives an account of more than 100 urban 
centres, anually examining the latest trends in vacancy rates, average 
rents, rate and rent changes, and turnover rates at the sub-market level 
for buildings with three or more units. It also analyses the supply of housing 
on the market and reports on housing starts and completions by tenure. 


Other insightful local reports on topics such as condominiums, land supply 
and retirement homes are available in some markets. 


To subscribe call 1-800-668-CMHC, or fax 1-800-463-3853. We accept VISA, 
MasterCard or American Express cards. Many market analysis publications are now 
available on the Internet through the Canadian Housing Market Online Service 
(CHMOS). Find out how to use this timely service by calling 1-888-246-6763. 
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Attention: Financial Advisors, 
Bankers, Builders, Realtors 


Canada Mortgage and Housing Corporation is helping to distribute a new 
Lotus spreadsheet model 


Buy or Rent Decision Model® 


With this interactive model, you can give the best advice to clients unsure of whether 
to buy a home or rent. The model will help them find their way through the financial 
maze so that they can make the best decision based on their personal financial 
circumstances — with no generalities. 


The Buy or Rent Decision Model is an excellent customer service tool. It is available 
from Canada Mortgage and Housing Corporation for only $19.99 plus tax and shipping. 
To order, call 1-800-668-CMHC. Within Canada, the fax number is 1-800-463-3853. 


AFFORDABILITY SOFTWARE 


It’s Very Personal 


Canada Mortgage and Housing Corporation has developed the most comprehensive software 
program available to help ascertain the home price and mortgage that you or your clients can 
afford. 


Whether it’s for personal use, or a customer service tool you provide to your clients, 
AffordAbility uses individual financial circumstances to help first-time home buyers, people 
renewing their mortgages, and move-up buyers. 


AffordAbility analyses all the factors, such as interest rates, down payments, amortization 
periods, and terms and prepayment options. It then spells out the mortgage and repayment 
terms that are best for you. 


For more information, call 1-800-668-CMHC, or fax 1-800-463-3853. We accept VISA, 
MasterCard or American Express cards. Some Canada Mortgage and Housing Corporation 
products and publications are available through the Canadian Housing Market Online Service 


(CHMOS) on the Internet. Find out how to use this source of timely information by calling 
1-888-246-6763. 


40 NATIONAL HOUSING OUTLOOK — THIRD QUARTER 1996 


You want the facts and you want them fast. . . 


Housing Facts 


e keeps you in touch with the 
latest economic information 
on housing 


e provides up-to-date 
information on housing starts 
and future market conditions 


e is faxed to you monthly, as 
soon as new housing starts 
figures are released 


Your Monthly Report on Canada's Housing Market Special 
- This Month: 
Housing impact 
ousing Fac Sora 


floods 
September 10, 1996 / Volume 1 Number 9 - 


For enquiries, contact Michel Laurence at 1-613-748-2737 or mlaurenc@cmhc.e-mail.com 
© Canada Mortgage and Housing Corporation, 1996 


In this issue: 

» New housing in a recovery mode? » Consumer confidence is building 

> What's up, or down, with mortgage rates > Rental and homeownership market size 
> New home prices down but costs up > Soffit requirements in 1996 and 1997 

> New homes compete with existing market » New CMHC model helps consumers 

> Ontario buyer profile decide to buy or rent 


Housing starts in August match July's pace 


Canada, housing starts, all areas, saar* 
Thousands of units 


Jan 95 
Source: CMHC 
* Seasonally adjusted annual rate 


e 


The pace of new housing construction remained essentially unchanged in August 
relative to the previous month. The number of housing starts in August stood at 128,500 
units compared with 128,400 in July, seasonally adjusted at an annual rate (SAAR). A 
decline in urban singles offset an increase in multiples. Higher starts activity in Quebec 
and Alberta made up for a drop in B.C. construction. 

The August starts figures did not reflect increased demand as a result of lower mortgage 
rates during the month. One-year mortgage rates dropped from 6.5 per cent to 6.125 per 
cent while five-year rates declined from 8.5 per cent to 7.95 per cent. The rate 
reductions are expected to lift the existing homes market first. 

Typically, drops in mortgage rates increase resale volume within a month or two while 
sustained declines in rates raise home building activity within a quarter or two. 

Recent starts figures and key economic indicators point to higher activity levels over the 
next few months, but the recovery will remain moderate by historical standards. @ 


e 


CMHC contributors: Gilles Proulx, David Dallaire, Michel Laurence, Ali Manoucheri, Eric Daliaire, 


Gary MacDonald; other: Pip White C ots S 


Helping to house Canadians Canadii 


Get the information you need! Subscribe to Housing Facts! 


To order, call (613) 748-2737 or fax your request to (613) 748-2156. 


In today’s business environment, 
we must not only look at what is 
happening today but also into the 
future. 


JN 
<S 
Plan now to attend Canada ~~ q 
Mortgage and Housing’s 1996 T_ Bh T 
Housing Outlook Conferences and 
get the local and provincial 


forecasts to help you succeed in 1997. 


Conference 


Mark your calendar now! 


Hamilton October 1 Helen Hutton (905) 572-7100 
Regina October 18 Todd Selby (306) 780-5889 
Vancouver October 23 Peter Vandyke (604) 737-4086 
Saskatoon October 25 Paul Caton (306) 975-4897 
Calgary October 29 Brad Amos (403) 292-6263 
St. John’s November 5 Mac Woodman (709) 772-4034 
Winnipeg November 6 Richard Goatcher (204) 983-5600 
Halifax November 6 Michael Lavalette (902) 426-2744 
Moncton November 7 Bruce Read (506) 452-3796 
Charlottetown November 8 Jean Breau (506) 636-4480 
Thunder Bay November 14 Robin Wiebe (807) 343-2010 
Trois-Riveres November 19 Denis Boucher (514) 967-3733 
Montréal November 20 Jacques Pelletier (514) 283-8396 
Toronto November 21 Willard Dunning (416) 789-8709 
Ottawa November 25 Joanne Henry (613) 748-5128 


Registration is limited, so call today to reserve or to inquire about 
receiving conference proceedings. 


CHL 
Helping to house Canadians 


CMHC 


Annual subscription (4 issues) $66 + GST — Catalogue No. NHOSE 
Single issue $16.50 + GST — Catalogue No. NHO4E 


© Canada Mortgage and Housing Corporation, 1996 
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Gilles Proulx 

Ali Manouchehri 
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Ralph Freeze 
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Karla Spilsted (Alberta) 


Helmut Pastrick (British Columbia) 


CMHC Market Analysis national publications include: 
e National Housing Outlook (quarterly) — $66 annual subscription* 
Each fourth quarter issue will include a special renovation markets supplement 
© Canadian Housing Markets (quarterly) — $44 annual subscription* 
e Mortgage Market Trends (quarterly) — $44 annual subscription* 
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1-613-748-2016, or mail your order form to CMHC Information Products, 700 Montreal Road, Suite 1000, Ottawa, 


ON KIA OP7. 


To receive your subscription over the Internet, contact the Canadian Housing Markets Online Service (CHMOS) at 


1-888-246-6763 or visit our “House Page” at http://www.chmos-sd-mloc.ceds.com 


Please contact the market analyst in the CMHC branch nearest you or the Market Analysis Centre directly for 


information on CMHC’s local reports listed below: 


e Housing Market Outlooks for all major metropolitan areas (semi-annual and three times/year in some areas) 


e Rental Market Survey Reports for all major metropolitan areas (annual) 
e Local Market Housing Reports (monthly/quarterly) 
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NATIONA 


| 
Housing activity 
benefits from 
mortgage rate slide 


The recovery in new construction 
ander way since the second half of 
1995 continued during the third quar- 
er of this year. National housing 
starts rose 3.2 per cent to 128,600 
inits* from 124,600 units in the 
second quarter. 

The third quarter construction 
‘provement was concentrated in 
nultiple units, which rose to 49,400 
rom 45,200 in the second quarter. 
Construction of single detached units 
vas mostly unchanged at 79,200 
inits, compared to 79,400 during the 
yrevious quarter. Higher activity took 
ylace in British Columbia, Ontario 
ind the Prairie provinces during the 
hird quarter. 


| 


| 
| 
| 
| 


All housing figures in this section reflect the 
| seasonally adjusted annual rate (SAAR). 


using Starts and Residential MLS* 
‘es - Canada 


| 
| 
using markets on the way up 
| 


| 
jousands of units, SAAR) 
| 
0 Fy 


HOUSING STARTS 


MLS SALES 


'RCES: CMHC; Canadian Real Estate Association. 
ultiple Listing Service (MLS) is a registered 


‘fication mark owned by the Canadian Real Estate 
)ciation. 


The national average of new house 
prices stabilized in the third quarter 
relative to the second quarter, follow- 
ing three years of steady decline. In 
fact, almost half of the 20 larger 
metropolitan areas showed higher 
prices. This points to a more balanced 
market, in which demand has risen 
moderately and supply has fallen. 
Inventories of newly completed and 
unoccupied units in particular have 
dropped significantly since the begin- 
ning of the year. By September, the 
inventory of new units stood at its 
lowest level since 1988. 

While the new housing market 
gained momentum, the resale market 
maintained its strong pace during the 
third quarter with estimated sales at 
302,300, only slightly higher than the 
second quarter level of 298,700. In 
general, gains in Ontario and British 
Columbia offset losses in Alberta and 
Nova Scotia. The national average 
existing home price moved up 
slightly, almost 3.2 per cent from the 
second to the third quarter. Most of 
this increase, however, reflected the 
higher share of resales in the more 


expensive provincial housing markets. 


Prices rose in the Atlantic and central 
provinces, but declined in the Prairies 
and B.C. 

Mortgage rates, which have stead- 
ily declined this year, continue to be a 
major factor. In early November, the 
one-year rate fell to 5.2 per cent while 
the five-year rate was cut to 6.95 per 
cent, at their lowest levels in more 
than 30 years. The lower rates have 
driven up resales but the effect seems 
to be limited by other factors, such as 
uneven job creation. Rate reductions 
have also helped home building, but 
less so and only more recently. Gains 
in construction have remained moder- 
ate as demand has been met in part by 
the inventory of new and unoccupied 
units, and a shift to ownership from 
rental. 
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Mortgage rates will remain 
favourable 


(in %) 


1-Year 3-Year 5-Year 


SOURCE: Bank of Canada; 1996-97 CMHC forecast 


Economic Outlook 


Economy is set to 
accelerate its pace 
Canadian economic growth is 
forecast to show stronger numbers 
starting at the end of this year and 
into 1997. On average, that should 
mean Canadian real growth around 
1.4 per cent this year and above 2.5 
per cent in 1997. Employment is ex- 
pected to follow suit with increases 
of 1.3 per cent this year and more 
than 2.0 per cent in 1997. 

Despite a stronger Canadian dol- 
lar, exports will be the main engine 
of growth on the strength of U.S. 
demand. Additional stimulus will 
come from a better performance in 
other developed countries. 

Consumer spending will remain 
the main drag on the economy, espe- 
cially this year. Consumer confidence 
will stay weak and spending will be 
hampered by slow job creation and 
slow growth in disposable incomes, 
mainly because wage gains will be 


limited. Personal expenditures are ex- 
pected to play a larger role in 1997 as 
real disposable income rises by 2 per 
cent, in line with an improved job 
market. 

Fiscal policy is expected to remain 
focused on restoring fiscal balance. 
This, combined with low inflation and 
a strong dollar, will give the Bank of 
Canada more manoeuvring room for 
setting domestic interest rates. These 
are still expected to rise somewhat in 
early 1997 as the U.S. Federal 
Reserve raises U.S. rates. 

The one-year mortgage rate is ex- 
pected to stand around 5.00 per cent 
by year end and to reach 5.50-6.00 
per cent by the end of 1997. The three- 
year rate is forecast to be around 6.00 
per cent by year-end and to rise to the 
6.25-6.75 per cent range by the last 
quarter of 1997. The five-year rate, 
around 6.75 per cent by year-end, is 
forecast to remain in the 6.75-7.00 
range in 1997. Canadian mortgage 
rates, however, may rise if U.S rates 
move significantly higher. Overall, 
the mortgage interest rate environ- 
ment will support further momentum 
in housing activity. 


improving market 
balance, underlying 
demand recovering 


Housing starts are expected to recover 
to 123,400 units this year and to post 
an additional advance to 134,600 in 
1997. While the 1996 recovery can be 
traced mainly to the single-detached 
market, the 1997 advance will also 
reflect a rebound in multiple unit con- 
struction. On a regional basis, all 
provinces will register greater starts 
activity in 1996, with Saskatchewan, 
Ontario, New Brunswick and Alberta 
leading the way. Construction will 
accelerate further in 1997, except in 
Newfoundland, Prince Edward Island, 
Nova Scotia and Saskatchewan. 
Single-detached starts are 
expected to rise to 78,000 units this 
year before edging up to 84,300 units 
in 1997. Construction is currently 


holding steady but it is expected to 
gather additional momentum, espe- 
cially in 1997. The contributing fac- 
tors in the recovery include positive 
resale market developments, improv- 
ing economic conditions, tighter sup- 
plies, and low mortgage rates. 
Population increases also support 
higher construction levels. The largest 
percentage increases this year will 
take place in Ontario, Alberta, New 
Brunswick and Saskatchewan. Next 
year, B.C., Manitoba, Quebec and Al- 
berta are expected to record the larg- 
est percentage gains. 

Momentum is building in the 
multiples market, but not enough to 
prevent a further year-on-year drop in 
multiple starts this year. Activity will 
remain moderate as demand is partly 
met by the inventory of new and unoc- 
cupied units and vacancy rates remain 
high. In 1997, tighter supply condi- 
tions will meet stronger demand for 
rental accommodations and for first- 
time buyer products as a result of 
employment gains. High immigration 
levels and a rising population of 
young adults will also begin to add 
pressure on the rental stock. Total 
multiple starts are expected to reach 
45,400 units this year and increase to 
50,300 in 1997. All the largest provin- 
cial markets except Ontario are ex- 
pected to record lower activity before 
moving higher in 1997. Ontario starts 
will maintain their 1995 pace this 
year and accelerate next year. 

Developments on the resale market 
should also lead to more construction. 
The resale market should post a 
healthy advance this year, to 302,300 
units, up 19.7 per cent from 1995. A 
further but moderate increase to 
308,700 units is expected next year, 
as higher mortgage rates cap the 
recovery. These levels of activity 
represent a full recovery from the 
1995 slump and bring sales levels 
close to the 1992 peak of 311,500 
homes. Sales volumes are expected to 
increase in all provinces in 1996 but 
to weaken in Newfoundland, Prince 
Edward Island, Nova Scotia and 
Ontario in 1997. 
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Single-detached starts will lif 
total 
Housing starts by type — Canada 


(thousands of units) 
200 
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SOURCE: CMHC. 
1996-97 Forecast. 


The average MLS price is expecte 
to edge up around 1.0 per cent this 
year, to $151,800, and 1.8 per cent 
next year, to $154,600. The resale 
market has seen a steady recovery 
with reduced listings, and prices are 
past their trough. This will prompt 
more prospective buyers to consider 
the new market, especially since 
builders have been trying to offer 
more affordable products.™ 


| 


v-onstruction costs in Canada. 


Zollowing this year’s excellent 
erformance in housing starts and 
esales, the best since 1990, the U.S. 
arket will slow down in 1997. An in- 
rease in interest rates, expected early 
n 1997, and the large inventory of 
ew houses will curtail activity ex- 
ept in California, which will con- 
inue to be strong. If interest rates 
emain low, these forecasts could well 
prove conservative. 


A good year in 1996 


(he U.S. economy was quite solid in 
(996. Higher incomes and a stronger 
ob creation rate, together with low in- 
erest rates and high consumer confi- 
lence, sustained a strong demand on 
he housing market. The prices of ex- 
sting houses rose at an increased rate 
ind made investment in real estate 
nore attractive. This brought new 
yuyers and vendors into the market. 


Ider Confidence Declining 
2d States — Housing Market Index 


| Outlook for the U.S. Housing Market 


For this year, 1.459 million housing 
starts are expected and four million 
existing units should change hands. 


Slowdown forecast in 
1997 


This rosy context will not continue 
next year as interest rates hikes will 
materialize early in the year. More- 
over, an important leading indicator, 
the National Association of Home 
Builders’ (NAHB) housing market in- 
dex, has been declining for four 
months. This drop in activity will af- 
fect single-family and the multiple 
homes equally. The number of multi- 
ple starts will once again be very vola- 
tile, as they have been over the past 
few years. The only major exception 
will be the Californian market. 
California’s expanding economy 
will attract people who might other- 
wise have settled elsewhere. The in- 
crease in its house buyer pool will 
make the state a market to watch in 
1997. The rebirth of the California 
market is developing after several 
years of lethargy both in housing 


The effects of the U.S. market on Canadian construction activity should not be taken lightly. 
ee housing starts are strong in the U.S., there are good business opportunities for our 
construction-related goods and services suppliers. Variation in the U.S. demand for building 
components and services can also influence the price of these commodities and thus affect 


Following a year of sustained 
growth in the northeast, the volume of 
housing starts will be limited by high 
levels of new house inventories and 
prices which are still very low. 
Despite this general picture, there will 
be some market niches, especially for 
the high priced products. 

Housing activities will decline in 
the south. This year, the Olympic 
Games in Atlanta and the explosion 
of pent-up demand on the market 
have sustained the production of 
single-family starts. High levels of in- 
ventories, interest rate increases and 
the return to normal demand will limit 
the number of housing starts. 

The midwest, which fared well in 
1996, does not have a very solid new 
house-buyer pool. A stagnating em- 
ployment situation and the expected 
increase in interest rates will slow 
down housing start activity to its aver- 
age level for the nineties. If the job 
situation improves and brings out 
more new buyers, the housing market 
should improve in 1998. 

In summary, there will a slowdown 
next year in most U.S. regional hous- 


| SEO ing markets except for California. ™@ 
Housing Starts — United States 
(thousands of units) 
1995 —tgg6() | 19977) 
TOTAL 1358 1459 1352 
By Region 
Northeast 118 128 117 
Midwest 290 320 289 
South 618 650 607 
West 333 361 339 
By Type of Unit 
Detached 1078 1156 1071 
Multiples 280 303 282 


Sources: NAHB. CMHC forecast 
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NEWFOUNDLAND 


Housing demand lower 
in1997 


The accelerated pace of new home 
construction seen early in the year 
slowed as expected during the sum- 
mer, as housing demand was reduced 
by job losses and high levels of 
out-migration. This was particularly 
true in urban centres, where third 
quarter housing starts fell by nearly 
20 per cent from the level a year ago. 
Activity in rural areas remained weak, 
but there was a significant increase in 
home building in Goose Bay, largely 
on the strength of spinoffs associated 
with mineral exploration and the 
huge Voisey’s Bay nickel deposit in 
Labrador. 

An increase in single-detached 
units more than offset declines in 
multiple unit construction, with pro- 
vincial housing starts up 7.1 per cent 
to the end of September. Substantial 
interest rate relief and construction on 
a number of multiple unit projects in 
urban centres will strengthen home 


building activity in the fourth quarter 
and lead to a 9.5 per cent increase in 
starts this year. 

Following a stellar performance 
earlier in the year, the resale market 
showed signs of slowing down during 
the summer months. Buoyed by an 
increase in the number of new homes 
sold, provincial MLS sales were up 
18.8 per cent to the end of September. 
With record level affordability this 
year, the resale market is expected to 
post its strongest showing since 1990. 
Average house prices will increase 
significantly this year, almost entirely 
as a result of more move-up activity 
and substantially higher sales of new 
homes. 

Lower employment, reduced 
incomes and high levels of 
out-migration will temper the positive 
effects of low mortgage rates on the 
housing market next year. New home 
construction will also be limited by a 
large supply of existing homes. Hous- 
ing starts are forecast to decline by 
8.0 per cent next year. The end of 
Hibernia’s construction phase and the 
likelihood of additional public sector 
downsizing will contribute to a mar- 
ginal decline in MLS sales in 1997. 


__ Ee 


Less megaproject spending 
results in fewer starts 


SS 


PRINCE EDWARD 
ISLAND 


Bridge construction helps 
housing 


The final full year of bridge contruc- 
tion has led to record high employ- 
ment, income, and retail sales on the 
Island. Benefits to the housing sector 
are clear. Forecasts for new construc- 
tion and existing home sales for 1996 
point to increases of 25 per cent over 
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last year. The average resale price 
will also reach an all time high of 
$84,000, thanks to a greater share of 
urban sales. 

Unfortunately, the tide is about to 
change. Completion of bridge con- 
struction will bring an end to the cur- 
rent ferry service. In addition, the 
1996 potato crop is facing a major 
price drop. Reduced revenues in 1997 
as a result of these factors will re- 
strain continued growth in the hous- 
ing industry. Sales and new home 
building will experience a slight dip 
next year, to levels between those of 
1994 and 1995. Excellent borrowing 
conditions and attractive prices will 
help maintain a relatively stable hous- 
ing market. 


NOVA SCOTIA 


Financial incentives 
stimulate late 1996 sales 


Buying a home has become easier in 
Nova Scotia this summer and fall as 
falling interest rates and financial 
incentives have led a relatively high 
number of prospective home buyers 
into the market. Sales have been 
stimulated by home buyers who are 
eager to use the PST rebate of up to 
$3000 as a down payment for new 
housing before the program ends in 
April. Consumer confidence remains 
shaky, however, with the prospect of 
layoffs at Maritime Tel. & Tel. and in 
government. 

New and existing home sales will 
remain strong this year but will 
weaken somewhat in 1997, as many 
buyers who under normal circum- 
stances would have waited until next 
year have already made their move. 
Home buying activity has been con- 
fined to the lower price ranges, which 
appeal to first-time buyers and move- 
down buyers. This situation will con- 
tinue for the next year. Little rental 
construction is expected before the 
end of 1997, largely because high 
vacancy rates and cautious lenders are 
putting builders’ plans on the back 
burner. 


NEW BRUNSWICK 


Markets to benefit from 
low mortgage rates 


All indications point to a banner year 
for realtors. After strong sales 
through spring, buyers moved more 
| cautiously during the third quarter in 
an effort to take advantage of tum- 
| bling mortgage rates. Supply began re- 
building during the summer months 
_after falling under the pressure of 
' growing sales. Improved affordability 
has once again motivated move-up 
| buyers to begin testing the market. If 
_ supply remains high, as forecast, ven- 
dors will have little choice but to hold 
‘prices close to last year’s levels. The 
| combination of year-old prices and 
low financing rates will boost final 
quarter sales and bring the year-end 
total to a record 3,900. These strong 
_market conditions will hold into the 
| new year, as sales rise to the 4,000 
mark. 
_ Builders have also been busy. 
_ After a dismal year in 1995, new con- 
_ struction rose by 17 per cent by the 
| end of the third quarter. Ongoing 
‘Mortgage rate improvements will 
_keep the momentum going well into 
| the winter months. This will set the 
stage for a 24 per cent increase in 
| single starts this year and a 4.0 per 
cent improvement in 1997. Wary of 
_tising vacancy rates, however, devel- 
_opers have been hesitant to build 
_more rental apartments. 

Multiple unit starts, holding at last 
‘year’s level, will dip to 550 next year. 


QUEBEC 


Slight recovery for 
residential construction in 
1996 and a better outlook 
for 1997 


Residential construction was not as 
buoyant during the third quarter as in 
the preceding quarter, and a slow- 
down seems in the offing. The season- 
ally adjusted annual rate of housing 
starts reached 21,900 units. While this 
number was 8.0 per cent lower than 
the level estimated for the second 
quarter, it was nevertheless 8.0 per 
cent higher than in the third quarter of 


1995. For the first nine months, the 
level is still slightly ahead (by 3. per 
cent) of last year’s figure. 

In the third quarter of 1996, the 
only busy builders were constructing 
single-detached homes; they had 11 
per cent more starts than in the same 
quarter last year. Starts declined by 
5.0 per cent in multiple housing pro- 
jects, a sector that is still handicapped 
by a surplus of existing rental units. 
As well, certain condominium pro- 
jects were postponed when develop- 
ers were unable to presell units. 

Residential construction was more 
vigorous in urban centres than in 
smaller municipalities. The number of 
housing starts rose by 8.0 per cent in 
urban centres and by only 7.0 per cent 
in smaller municipalities. By contrast, 
in the second quarter, smaller munici- 
palities posted a 27 per cent gain, as 
first-time buyers returned to the mar- 
ket in large numbers. The demand 
from move-up buyers, which comes 
later in the year (mainly after these 
people sell their homes), is still quite 
marginal. 
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Unoccupied inventory is 
very low in Ontario 


C—O 


The level of activity in residential 
construction points to a slight recov- 
ery in 1996. The 22,800 housing 
starts expected, a rise of 4.0 per cent, 
will mark a turning point in the cycle. 
When interest rates are very low, 
home ownership is more accessible 
and the return on real estate invest- 
ments improves. A more robust recov- 
ery is forecast for 1997, with 26,000 
new units, notably as a result of a 20 
per cent increase in rental and condo- 
minium housing starts. The rental 
vacancy rate, which has been declin- 
ing for five years, will drop below 6.0 
per cent in October 1996 and to 5.5 
per cent a year later. The inventory of 
unoccupied new rental units has all 
but disappeared, with fewer than 200 
units for rent at the end of 1996, com- 
pared to 1,000 units four years ago. 


Housing Starts 
Quebec and Ontario 


(units) 
60,000 


1991 92 93 94 95 96 


QUEBEC ONTARIO 


SOURCE: CMHC. 
1996-97 Forecast. 


Single-detached housing, with de- 
mand largely initiated by first-time 
buyers, will rise by 8.0 per cent. The 
resale market will have a good year in 
1996, as the number of homes sold 
through the MLS will jump by 14 per 
cent. A fair number of home owners 
have managed to close sales, but 
those who buy houses afterward will 
tend to look for more modest prod- 
ucts. As a result, the average prices 
for both new and resale homes will 
hover around $100,000 in 1997. 
Prices will increase only slightly, as 
the construction industry continues to 
work below capacity and the supply 
of existing homes remains abundant. 


ONTARIO 


Home construction on the 
mend 


Low interest rates and seven years of 
home price declines have improved 
the demand for both resale and new 
homes. First-time buyers, always 
sensitive to mortgage interest rates, 
continue to dominate resale markets. 
Home resales for the first eight 
months of the year are 25.8 per cent 
higher than during the same period 
last year. 
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Third quarter home starts surged 
6.2 per cent to their highest level in 
two years, to a 44,300 seasonally ad- 
justed annual rate, thanks to increases 
in both single-detached and multiple 
home starts. Increased condominium 
construction, propelled by first-time 
and move-down buyers, carried multi- 
ple home starts higher despite a drop 
in rental starts. 

Unemployment has been higher in 
Ontario than in Western Canada, and 
this will continue to discourage migra- 
tion from other parts of Canada. High 
numbers of immigrants drawn to the 
province’s established social and eth- 
nic networks will play only a modest 
housing demand role, at least initially. 
Growth in jobs and consumer confi- 
dence will move housing demand 
higher. 

On the supply side, inventories of 
completed and unoccupied row and 
apartment units are very low. There is 
no longer even the modest backlog of 
single and semi-detached homes seen 
last year. Demand increases will be 
met with new construction. 

Despite falling inventories and a 
pick-up in demand, price weakness 
continues in most metropolitan mar- 
kets, especially in the single family 
market. There are three key reasons 
why home prices in many centres re- 
mained stable or fell and why only 
modest price increases are predicted. 
First, although lifted by recent job 
growth, consumer confidence remains 
fragile as real wage gains have been 
modest. Second, it is mainly first-time 
buyers who will respond to the low 
mortgage rates predicted for the 
remainder of this year and next, and 
first-time buyers are very price sensi- 
tive. Third, move-down buying is cur- 
rently as common as move-up buying. 

Modestly priced single and free- 
hold townhouse units will lead the 
new home construction recovery. 
Housing starts are predicted to end 
the year up 19 per cent at 42,700, and 
to increase to 46,500 in 1997. Multi- 
ple home starts in 1996 and 1997 will 
be tempered by higher vacancy rates 
in rental projects. 


MANITOBA 


Weak job creation holds 
back housing market 
recovery 


Manitoba’s housing markets have im- 
proved in 1996, with both resales and 
new construction gaining ground over 
1995 levels. However, the recovery 
has been undermined by chronic con- 
sumer unease over job security. With 
labour force growth outpacing job 
creation, unemployment levels have 
not improved this year and little relief 
is expected in 1997. Despite the weak 
job prospects, moderate economic 
growth will continue to support better 
new housing numbers next year. 


—— ll Ua 


Saskatchewan boom to 
wane next year 
x ——_—_- +-~°& « 


After nine months, total new hous- 
ing activity exceeded 1995 production 
by 3.9 per cent to 1,563 units. Single- 
detached starts remain ahead of 1995 
levels, although activity in Winnipeg 
still lagged behind last year’s pace to 
the end of September. Inventories of 
new homes are down across Win- 
nipeg, leaving builders in a stronger 
position going into 1997. Multiples 
were at 1995 levels across Manitoba 
to the end of September but are ex- 
pected to end the year up by 50 units. 
Resales continue to surpass 1995 lev- 
els in all four cities, with prices up by 
a healthy margin due to improved 
trade-up activity. 

Declining stocks of unsold new 
homes, affordable mortgage rates and 
continued strength in the resale mar- 
ket all point to improved housing 
starts in the fourth quarter and into 
1997. In rural areas, as well as in 
Brandon and Portage la Prairie, 
demand for new homes will be 
propelled by a surging agricultural 
sector. Winnipeg singles will also 
improve, although total numbers will 
remain under 1,000 units. Multiples 
will reach 500 units province-wide in 
1997, with production centred on 
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bungalow-style condominiums and 
life-lease apartments marketed to 
seniors and empty-nesters. 

Resale markets will again enjoy 
brisk sales in 1997. Although higher 
move-up sales have boosted average 
resale prices this year, the supply of 
affordable units is still adequate. How- 
ever, a combination of slightly higher 
mortgage rates and increased starter- 
home prices will reduce affordability 
early next year, causing resale vol- 
umes to level off. Rental market con- 
ditions in Winnipeg will continue to 
tighten into 1997 although the overall 
vacancy rate will remain near 5.0 per 
cent. 


SASKATCHEWAN 


Housing markets continue 
to grow 


Saskatchewan’s housing markets are 
performing far better than the provin- 
cial economy, thanks in large part to 
the expansion of the Saskatoon and 
Regina markets. The bulk of new 
house construction in the province 
has come in Saskatoon, where an ex- 
tended boom in residential construc- 
tion has resulted in an upward 
revision of our provincial forecast. A 
strong local economy and a healthy 
resale market have combined with 
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RENOVATION 


MARKET OUTLOOK 


1996-1997 


Highlights 


Stimulated by a more active resale market, hig 
new construction and improving economic 
conditions, renovation spending recovered 


Momentum should build up further in 1997 
forecast 5.6 per cent increase in renovauoy 


to $19.9 billion. 


On average, buyers of existing homes spend 
per cent more than buyers of new homes an 


owners. 


The Alberta and Ontario markets look mos 


promising. 


he coming year looks 
promising for the home 
renovation industry and 
its suppliers. There will be 
many opportunities for 


expansion in 1997, following 


the recovery experienced in 
1996. 


Housing markets 
cause rebound in 
renovation activity 


‘Zin 1996, the home renovation 


market is profiting from the 
solid recovery experienced by 


the resale market across the 


country. The number of homes 


sold through the MLS* system 


* Multiple Listing Service (MLS) is a 
registered certification mark owned by 
the Canadian Real Estate Association. 


jumped nearly 20 per cent in 
1996 to slightly more than 
300,000 units. Many new 
owners undertake repairs and 


maintenance even before they 
move in, and others find ways 
to substantially alter and 
improve their homes. 

Improvement projects are 
also getting a boost from the 
new construction market, 
where housing starts have 
rebounded by around 11 per 
cent in 1996, following the 
very low construction level of 
1995, a 35-year low. Even with 
this gain, however, new 
construction is still at very low 
levels, which limits 
improvements normally tied to 
new housing, including indoor 
projects such as basement 
finishing and outdoor ones such 
as landscaping and driveway 
paving. 


Renovation ahead of New Construction 


($ billions) 


738) 


20 : ; = = 
New construction 


82 


Renovation 


Sources: Statistics Canada, 1996-97 CMHC forecast. 
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Helping to house Canadians 


Major Renovation Indicators, 1993-97 


1993 1994 1995 


Renovations ($ billions) 18.2 18.6 18.0 
(% change) OU 2; -3.3 


New construction ($billions) 16.2 17.1 13.3 
(% change) -5.2 5.9" = )-22.6 


Related Indicators (% changes) 


Employment 
Personal Disposable Income 


Housing Starts 
MLS unit Residential Sales -7.4 
Housing stock gee 


New House Price Index lee : 
MLS Average Price Dt : 1.0 
Renovation Prices 3.2 led 


5-year Mortgage Rate (%) 8.8 9.5 9.2 8.0 


Sources: Historical: CMHC, Statistics Canada, Bank of Canada, Canadian Real Estate 
Association 
1996-97 Forecast: CMHC 


Renovation Spending by Moving Status 


Average Spending ($) 


Estimated 
Number of 
Homeowners 
(thousands) Total Contract Materials 


All homeowners 7,091 1,849 1,143 706 
Moved to a new home 297 1,702 840 862 


Moved to an existing 752 2,134 13657, 
home 


Did not move 6,042 1,746 1,094 


Sources: CMHC, Statistics Canada 

Note: Movers refers to households who moved over 1993 or 1994. New homes refers to 
homes built since 1997. 
Spending is for 1994. 


Further advance in 
1997 


Following the 1996 recovery, 
the home renovation market is 
expected to enter an 
unprecedented phase of 
expansion. Positive trends in 
housing markets, along with 
low mortgage rates that make 
projects more affordable, 
should lead owners to borrow 
and get on with planned 
renovation projects. Total 
renovation spending is 
expected to reach $19.9 billion 
in 1997, up 5.6 per cent from 
1996. 

This expansion will remain 
moderate because construction 
of new units is still relatively 
low. As well, there are limits to 
consumer spending because 
incomes are not yet rising and 
job prospects remain uncertain. 
Furthermore, stability in home 
prices will make owners focus 
on the most essential projects 
or those with the highest 
expected payback. 

The bottom table on this 
page contrasts the spending 
patterns of those who recently 
moved to new or existing 
homes with the patterns of 
home owners who have not 
moved recently. 

Movers to existing homes 
spend an average of $2,734 
annually, nearly $1,000 more 
than people who move in new 
homes and non-movers. Most 
of the added spending is for 
contract work. They spend 
most for repair and 
maintenance, for equipment 
replacement, and for indoor and 
outdoor renovations, such as 
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kitchen and bathroom 
remodeling and window and 
door replacement. 

By contrast, owners of new 
homes spend relatively more on 
additions (patios, driveways, 
fences and landscaping) and 
new installations (carpeting, 
built-in appliances, plumbing 
and electrical fixtures). 


Renovation maintains 
lead over new 
construction 


_ The revived new construction 


market is expected to increase 
spending on new construction 
by 6.1 per cent in 1996 and 8.1 


per cent in 1997 — to a level of 


$15.2 billion next year. This is 


_ lower than the recent peak of 


1994 and about only three 


- quarters of the level of 
_ spending on renovation. 


With an aging housing stock 


in Canada, renovation spending 


trends are expected to continue 
to outpace new construction 
over the longer term. These 
trends are discussed in 
CMHC’s forthcoming report 


_ The Long-Term Housing 


Outlook: Household Growth 


_ for Canada and the Provinces, 


1991-2016. 


RENOVATION MARKET OUTLOOK — 1996-1997 


REGIONAL 
PROFILES 


Renovation market trends will 
vary across the country as they 
did in 1996. Two provinces — 
Ontario and Alberta — are 
expected to show strong 
performances in both years. 
The economy in each province 
is recording good progress, 
with Alberta especially strong. 

In Ontario, home renovation 
spending is forecast to increase 
by 7 per cent this year and 8 
per cent next year, to reach 
$8.2 billion in 1997. 

In Alberta, total spending is 
expected to reach $1.8 billion 
next year, with increases of 
nearly 10 per cent this year and 
8 per cent in 1997. 

Both provinces are enjoying 
a sharp rebound in existing 
home sales. MLS sales are up 
nearly 25 per cent in each 
province, to a record high in 


Ontario. This sales recovery is 
sustaining higher spending on 
renovation. 

Housing starts are also 
expected to increase vigorously 
in both provinces. In Ontario, 
they are expected to increase by 
19 per cent this year and 9 per 
cent next year. In Alberta, the 
expected gain is 15 per cent 
each year. 

The two other large 
provincial markets, Quebec and 
British Columbia, will post 
moderate growth. In Quebec, 
the recovery in both new 
construction and resale activity 
has been moderate, and 
economic conditions remain 
disappointing. Total spending 
is expected to increase by 3.6 
per cent this year and by close 
to 5 per cent in 1997. The 
summer floods in the Saguenay 
region will result in higher 
renovation spending. 

In British Columbia, the 
home improvement market will 
be generally steady, with soft 
price conditions making 


Renovation and new construction spending by 
region, 1997 


_ ($ billions) 


OWS 


Atlantic Quebec 


Ontario 


Prairies 


HB Renovation [|_|] New Construction 


Source: CMHC forecast. 
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homeowners more cautious. As 
well, high prices and carrying 
costs limit the funds available 
to home owners for renovations. 
In Manitoba and 
Saskatchewan, renovation 


Regional Profile for Construction Spending 


Renovations New Construction 


1997 1995 1996 1997 
1550/9 ° 736." 2790.8) 746 


1996 
1524 


1995 
(Millions $) 1415 


Atlantic 


(% Change) -5.3 


Newfoundland (Millions $) 361 


(% Change) 


(Millions $) 
(% Change) 


(Millions $) 
(% Change) 


Nova Scotia 


(Millions $) 
(% Change) 


New Brunswick 


Quebec (Millions $) 


(% Change) 
Ontario (Millions $) 
(% Change) 
Prairies (Millions $) 
(% Change) 
Manitoba (Millions $) 
(% Change) 
Saskatchewan (Millions $) 584 
(% Change) 9.1 
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British Columbia 


(% Change) 
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(% Change) 
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spending levels were as 
disappointing as the limited 
rebound in the resale market. 
For 1997, spending is expected 
to be up by 7 per cent in 
Manitoba and around 3 per cent 
in Saskatchewan. 

In the Atlantic region, 
Newfoundland and New 
Brunswick are expected to 
show a similar growth pattern 
over the forecast period, 
increasing by nearly 13 per cent 
this year and leveling off next 
year. Both provinces are seeing 
a good recovery in existing 
home sales, but economic 
conditions and housing markets 
are expected to be softer next 
year, especially in 
Newfoundland. 

Steady spending growth of 4 
to 5 per cent is expected in 
Nova Scotia. Housing is 
recording advances this year 
following only marginal 
declines in 1995. 

Renovation spending 
increased last year in P.E.L., but 
the early 1996 results will lead 
to a spending reduction of 
nearly 15 per cent this year, 
with a partial recovery in 
1997. 


For more information about this. 
forecast, call Gilles Proulx at 


Canada Mortgage and Housing 
Corporation, Market Analysis Centre. 


Canada Tel: (613) 748-2574 


(Millions $) 17991 18853 19912 
(% Change) Eye 48 5.6 


Sources: Historical 1995; Statistics Canada 
Forecast 1996-97: CMHC 


13176 13994 
-22.5 6.2 


CMHC offers a wide range of 
housing-related information. For 
details, contact your local ge 
CMHC office. LK 7 
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Canada 


soaring builder confidence to keep 
Saskatoon at the forefront of provin- 
cial home building activity. Builders 
n the Regina market are experiencing 
heir first upswing in activity in four 
years. Underlying the modest im- 
jrovement in the market are an im- 
sroved local economy and growing 
>onsumer confidence. As consumer 
yptimism has grown in recent months, 
ome building in rural Saskatchewan 
aas already surpassed the total seen 
‘or all of 1995. 

Activity on the resale market con- 
inues to be healthy and will surpass 
he 8,000 mark this year. The growth 
of sales volume in almost all local 
‘eal estate boards in the province will 
‘esult in modest price gains for the 
rear. 

Housing starts will fall in 1997, as 
he construction boom in Saskatoon 
yegins to wane and rural construction 
lips with a weakening of consumer 
We fidence. Resales will also retreat, 
vet will remain well above the 
ive-year average. 


ALBERTA 


Economy poised to push 
Jp housing demand 
\lberta’s economy is headed for the 


\ighest economic growth in the coun- 
ry in 1997, with further potential 


using Starts 

erta and British Columbia 
its) 
00 - 


00 _ 


=| te + fe 


Boum 2.) 93" (94° .95 96 97 
ALBERTA BRITISH COLUMBIA 


RCE: CMHC. 
197 Forecast. 


down the road. The major force be- 
hind the expansion remains the solid 
performance of exports of good and 
services. Much of the growth contin- 
ues to come from the oil and gas sec- 
tor, with record drilling, higher 
prices, and major announcements in 
heavy oil projects already at almost 
six billion dollars so far this year. Re- 
newed investment and construction of 
major projects are all pumping up em- 
ployment and migration forecasts for 
1997 and beyond. As well, the provin- 
cial government is getting its finan- 
cial house in order and has announced 
some relief for the health sector for 
late November, signalling the end to 
provincial cuts. 


— EEE 


Alberta leads the way 
in 1997 


— SEE 


This year’s expanding economy is 
reflected in Alberta’s housing market. 
Third quarter starts of single-family 
homes were up a solid 30 per cent 
over last year. In fact, at the end of 
the quarter, the province had moved 
to within 110 single-family housing 
starts of British Columbia. Although 
the construction of multiple-family 
units was slow and inventory prob- 
lems have persisted, total residential 
starts were up 18 per cent in the first 
nine months of the year. 

Looking ahead to next year, we 
expect the highest increase in con- 
struction of all the provinces, with 
housing starts reaching 18,500 units. 
Multiple construction is expected to 
rebound. The tight rental market will 
set the stage for modest advances in 
apartment starts next year while de- 
mand for semi-detached units will 
continue to be strong. The resale mar- 
ket is poised to reach its best year 
ever, totalling 39,000 sales. Potential 
exists for significant price increases 
next year as a result of strong demand 
and lower inventories in many centres. 
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BRITISH COLUMBIA 


Moderate gains for 1997 
housing market 


Housing sales and construction are 
expected to post only moderate gains 
next year despite very low mortgage 
rates and greatly improved affordabil- 
ity. Some factors, such as declining 
migration and modest employment 
gains, will limit the growth of hous- 
ing demand. Levels of newly com- 
pleted unsold inventory will come 
down further and allow for some 
increase in construction. 

Housing prices remain soft in a 
very competitive market, with a re- 
cord level of housing units for sale. 
This gradual price erosion, which has 
lasted over two years, is expected to 
end around mid 1997. A strong 
rebound in housing starts next year is 
unlikely until prices stabilize. 

Unique circumstances allowed 
highrise condominium construction to 
surge ahead during the spring and 
summer. Two large downtown Van- 
couver waterfront sites commenced 
development and a couple of hotel- 
related projects, also in downtown 
Vancouver, spurred investor activity. 
Sales of apartment condominiums are 
up moderately, but prices are declin- 
ing. Highrises are the part of this 
sector to show more starts this year 
than last. Permits, a precursor of 
starts in the near term, indicate that 
this construction surge is about to end. 

Sales activity is expected to con- 
tinue rising at a below-average pace. 
While mortgage rates are very low, 
interprovincial migration is falling 
and the economy is generating slow 
job growth. Further, expectations of 
lower housing prices may be keeping 
many potential buyers on the side- 
lines until prices begin to rise. An- 
other factor could be the several years 
of record sales volumes aided by First 
Home Loan Insurance and the Home 
Buyers’ Plan, beginning in early 
1992. These may have reduced cur- 
rent pent-up demand by encouraging 
buyers to move earlier than they 
might have otherwise.™@ 


For a demo account 
call 1-888-246-6763 


Come visit our HOUSE 
page! 


Your Value-added Source for 
Canadian Housing Market Data and 
| Analysis and your only source for 

| preliminary starts data. 


A partnership between Canada Mortgage and 
Housing Corporation and The Conference 
Board of Canada 


- http://www.chmos-sd-mloc.ceds.com 
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| 
Total 
(units and annual per cent change) 
199] 1992 1993 1994 1995 1996) 1997(F) 
NELD 2836 2771 2405 2243 1712 1875 1725 
% 212.6 -19.9 5.9 HE 07 9.5 -8.0 
PEI 553 644 645 669 422 545 485 
% ZITA 16.5 0.2 oo -36.9 29.1 -11.0 
NS 5173 4673 4282 4748 4168 4320 3700 
% =7.0 AS | 4 10.9 “122 3.6 -14.4 
NB 2872 3310 3693 3203 2300 2700 2800 
% 7.0 15.3 11.6 133 -28.2 17.4 aa 
QUE 44654 38228 34015 34154 21885 22810 26000 
% pal -14.4 1120 0.4 -35.9 4.2 14.0 
ONT 52794 SP) 45140 46645 35818 42700 46500 
%, Rye) 5.6 =19.1 3.3 ED) 19.2 8.9 
MAN 1950 2310 2425 3197 1963 2110 2350 
%, 40,9 18.5 5.0 31.8 -38.6 TS 11.4 
SASK 998 1869 1880 2098 1702 2370 2000 
oA -29.6 87.3 0.6 11.6 -18.9 39.2 -15.6 
ALTA 12492 18573 18151 17692 13906 16000 18500 
qf, 275 48.7 Oe 5 Sabe! 15.1 15.6 
| Bre 31875 40621 42807 39408 27057 28000 30500 
| _ % “132 74 5.4 -7.9 a1 3.5 8.9 
i) CAN 156197 168271 155443 154057 110933 *123400 * 134600 
| %, -14.0 qT 76 -0.9 -28.0 2 9.1 


SOURCE: CMHC. 
(F) Forecast. 
* Total does not add due to rounding. 
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Housing Starts 


Singles 
(units and annual per cent change) 
1991 1992 1993 1994 1995 1996) 1997") _| 
NFLD 2135 611 1559 1455 1165 1275 1150 
% 213.5 -24.5 30 -6.7 -19.9 9.4 -9.8 
PEI 376 421 460 454 364 425 415 
% 2099) 12.0 9.3 -13 -19.8 16.8 aA 
NS 2604 3232 3126 3358 3040 3420 3000 
% SA Aa 43.3 7.4 20:5 [25 138 
NB 2154 2391 2535 2547 1723 2125 2250 
% 0.8 11.0 6.0 0.5 -32.4 23.4 5.9 
QUE 22531 18564 17136 18414 13428 14900 16500 
% 24) 217.6 ICT RS 271 11.0 10.7 
ONT 26290 27868 26240 30036 20124 27000 29000 
% A) 6.0 -5.8 14.5 -33.0 34.2 74 
MAN 1589 1683 1874 2441 1564 1660 1850 
% -44.2 5.9 11.3 30.3 -35.9 6.1 11.4 
SASK T15 1484 1342 1542 1341 1615 1520 
% 287 91.5 -9.6 14.9 -13.0 20.4 -5.9 
ALTA 9778 14125 13040 12671 10096 12800 14100 
% 229.2 44.5 a4 28 -20.3 26.8 10.2 
BC 18335 21472 17787 16591 11581 12800 14500 
% a8 7a ne -6.7 a30:2 10.5 13.3 
CAN 86567 92851 85099 89509 64425 *78000 *84300 
% 54 13 -8.3 52 -28.0 pA ek oul 
Multiples 
(units and annual per cent change) 
1991 1992 1993 1994 1995 1996") 1997) 
NFLD 701 660 846 788 547 600 575 
% -9.8 25:8 28.2 -6.9 -30.6 9.7 42 
PEI 77 Me 185 UNS 58 120 70 
%o -36.6 26.0 -17.0 16.2 -73.0 106.9 -41.7 
NS 2569 1441 1156 1390 1128 900 700 
% 33.7 -43.9 719.8 20.2 718.8 202 200 
NB Tks 919 1158 656 578 575 550 
%o 31.5 28.0 26.0 -43.4 -11.9 AOS 43 
QUE SAEs 19664 16879 15740 8457 7910 9500 
% -43 Si 142 S607 -46.3 -6.5 20.1 
ONT 26504 27904 18900 16609 15694 15700 17500 
% 41K) 5.3 232.3 Ea) 55 0.0 11.5 
MAN 361 627 551 756 399 450 500 
% =19:8 73.7 eho 379 AT 128 11.1 
SASK 223 385 538 556 361 755 480 
% 3214 72.6 39.7 3.3 -35.1 109.1 -36.4 
ALTA a7 4448 5111 5021 3810 3200 4400 
% -20.6 63.9 14.9 1:8 244 -16.0 37.5 
BC 13540 19149 25020 22817 15476 15200 16000 
% 58 41.4 30.7 -8.8 302 “1:8 5.3 
CAN 69630 75420 70344 64548 46508 *45400 *50300 
% 12) 8.3 267 =82 0 oA 10.8 


SOURCE: CMHC. 
(F) Forecast. 


* Total does not add due to rounding. 
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Total Residential Sales 


(units and annual per cent change) 


1991 1992 1993 1994 1995 19960) 1997) 
NFLD 1892 1829 1867 1873 1655 1925 1850 
% 3 -3.3 pp 0.3 =1126 16.3 -3.9 
PEI 764 604 654 599 476 600 550 
% 3.0 -20.9 8.3 -8.4 E205 26.1 -8.3 
NS 5811 6958 7180 7140 7019 7800 7100 
% -4.3 19.7 32 -0.6 =e aig -9.0 
NB 3259 3550 3483 3339 3496 3900 4000 
% Eley 8.9 -1.9 “4,1 4.7 11.6 2.6 
QUE 28005 31946 31875 33575 29824 34000 34500 
% 20.2 14.1 02 5.3 AND) 14.0 1.5 
ONT 105739 115260 107575 116005 105789 132000 129000 
% 19.6 9.0 6.) ip: 4353 24.8 223 
MAN 9521 11383 10546 10825 9749 10100 10100 
% 1.8 19.6 74 2.6 -9.9 3.6 0.0 
SASK 6505 7829 7375 7459 7349 8000 7600 
% 1.6 20.4 s5°8 1.1 =i be 8.9 5.0 
ALTA 34360 38545 37024 80512 29098 36000 39000 
% 3.9 122 -3.9 OD -10.5 23.7 8.3 
BC 84554 93564 80919 75270 58082 68000 75000 
%o 45.7 10.7 135 -7.0 228 pga 10.3 
CAN** 280410 311468 288498 288597 252537 *302300 *308700 
% 19.1 Bet 4 0.0 SOS 19.7 2.1 
Average Residential Price 
(dollars and annual per cent change) 
1991 1992 1993 1994 1995 1996) 1997) | 
NFLD 90822 92137 91243 91697 89525 94000 93500 
% 2.4 1.4 LO 0.5 -2.4 5.0 0,5 
PEI 71033 75570 72422 78753 73807 84000 80000 
% 25 6.4 Aw oo -6.3 13.8 -4.8 
NS 86462 87685 88965 91109 89788 92000 93000 
% red 1.4 105 2.4 =14 25 1 
NB 80897 82478 84951 84149 83994 84300 85000 
% 4.0 2.0 3.0 -0.9 i) 0.4 0.8 
QUE 102795 102311 102447 102242 98837 99000 101000 
% 20) -0.5 0.1 02 -3.3 02 2.0 
ONT 171088 161364 156403 160033 154537 155700 158000 
% -0.5 ay) 24 2.3 -3.4 0.8 1.5 
MAN 80445 80686 81748 83761 81897 85500 86000 
% 0.6 0.3 1.3 OE Se, 4.4 0.6 
SASK 67697 68406 70698 72738 73796 75000 77000 
%o 4.8 1.0 3.4 2.9 5 1.6 2.7 
ALTA 111482 113558 117085 117336 114772 118000 122500 
% 2.6 1.9 3.1 0.2 2 oe 3.8 
BC 168235 189999 211992 229514 221860 220500 219000 
%o 6.7 12.9 11.6 8.3 -3.3 -0.6 -0.7 
CAN** 147011 149590 152914 158309 150352 *151800 *154600 
% 5.0 1.8 2.2 3.5 aM) 1.0 pile 


SOURCE: The Canadian Real Estate Association. Note: Historical data has been revised and is consistent with the latest CREA 
(F) Forecast by CMHC. figures. 

* Total does not add due to rounding. 
** Excludes Yukon and Northwest Territories. 
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Major Housing Indicators 


Seasonally adjusted at annual rates 
(levels and quarterly per cent change) 


| 
| 


95:Q1 95:Q2 95:03 95:Q4 96:Q1 96:Q2 96:Q3 


New housing 


Building permits, units, thousands 124.4 1126 114.4 105.9 1309 12.9 1378 
% -10.5 -9.5 1.6 -7.4 23.6 -1.5 

Housing starts, total, thousands 122.3 106.8 104.2 110.3 Li 24a 124.6 128.6 
% -12.0 127 -2.4 Ree 1.6 fiz 5 

Housing starts, singles, thousands 69.8 Giles 60.6 Gar) 69.0 79.4 19% 
% “9,5 a2 22 -1.] 8.1 mS) iE j 

Housing starts, multiples, thousands 525 45.5 43.6 44.8 43.1 45.2 49.4 
%o -15.0 -13.3 -4.2 2.8 -3.8 4.9 

Housing completions, total, thousands 1345 124.4 109.3 109.7 114.1 TEE 119.8 
% -15.6 -7.5 12.2 0:5 4.0 -2.2 

New house price index, 1986=100 135.8 134.8 134.1 133.3 132.8 1Sie5 13138 
% -0.1 -0.7 -0.5 -0.6 -0.6 -0.4 


Existing housing 


MLS resales, units, thousands D2as 254.9 292.9 268.3 289.9 298.7 302.3 
%o -17.6 11.8 ee -8.4 8.1 3.0 

MLS average resale price, $C thousands joy) 149.0 iow Wee [5072 148.5 15277 151.6 
%o -4.4 -1.3 te -0.7 -1.1 Pies | 


Mortgage market 


Mortgages outstanding, $C billions So2ue 334.1 33032 339.1 343.3 348.8 351 
% 0.8 0.4 0.6 0.9 12 1.6 

Mortgage approvals, $C billions 46.3 S22 65.3 54.5 67.0 66.8 

% -16.3 126 25.0 -16.5 22 -0.2 

l-year mortgage rate, per cent* 9.63 8.50 796 7.42 G75 6.50 6.25 

5-year mortgage rate, per cent* 10.34 8.96 8.80 oh) 8.03 8.50 


Residential investment** 


Total, $1986 billions 28.6 273 26.8 26.3 216 29.4 
% -6.6 4.7 -1.9 -1.8 52 6.2 
New, $1986 billions jbo 122 1 eat] Lilie2 11.6 12.6 
% -6.2 2105 -9.3 0.7 3.6 9.1 
Alterations, $1986 billions 9.9 9.6 9.4 9.2 9.6 10.2 
% 214 Eoul EO) 19 2 5.9 
Transfer costs, $1986 billions 5.0 a4 6.3 5.9 6.5 6.6 
% 164 7.8 Ieee) -6.3 9.8 1.6 
Deflator, 1986=100 138.8 139.2 fate 138.7 138.4 139.2 
% =(Qa/ 0.3 14 -1.7 -0.2 0.6 


SOURCES: CMHC, Statistics Canada, Bank of Canada and Canadian Real Estate Association. 
.. Figures not available. 
* All indicators are seasonally adjusted except 1- and 5-year mortgage rates. 
** Residential investment includes outlays for new permanent housing; conversion costs; the cost of alterations and improvements; supplementary costs; and transfer costs. 
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On Time, On Tarcer, 
ON-LINE 


Canada Mortgage and Housing Corporation’s (CMHC’s) Market Analysis 
Centre produces three quarterly national reports that give a comprehensive view 
of the Canadian housing industry with information you can build on. 


Canadian Housing Markets is the most exhaustive assessment of current and 
future housing market conditions in Canada’s major markets. This quarterly report 
discloses economic and housing market prospects, identifies hot and cool markets, 
and provides insight into special local conditions. Using CMHC’s unique 
Affordability Indicators, you can see instantly where housing is becoming more 
or less affordable, given trends in local incomes, house prices, property taxes, 
heating costs, interest rates and the supply of affordable housing. It also offers 
in-depth analysis of special issues and topics important to the home building 
industry. 


Mortgage Market Trends provides information on development, both nationally 
and provincially. It is an important source for detailed analysis and timely 
information on the primary and secondary mortgage markets for lenders and the 
housing industry. Mortgage Market Trends features market-share information, 
mortgage-backed securities activity, mortgage rate movements, opinions on 
mortgage financing trends from experts in both the private and public sectors, and 
much more. 


Subscribe to CMHC’s market analysis publications — it’s like having your 
own market consultant! 


Call 1-800-668-2642, or fax 1-800-245-9274. We accept VISA, MasterCard or 
American Express cards. Some market analysis publications are available 
through the Canadian Housing Market Online Service (CHMOS) on the Internet. 
Find out how to use this source of timely information by calling 1-888-246-6763. 


Local Publications Give You 
Information for Today’s Housing 
Markets 


Now, you can take advantage of Canada Mortgage and Housing Corporation’s 
network of expert analysts and economists in 26 major urban areas. Our local 
housing market publications give you the most comprehensive housing statistics 
and market intelligence available in Canada. 


Housing Market Report summarizes monthly data and statistics in 26 urban 
centres, including housing starts, mortgage rates, economic indicators, new home 
prices, absorption rates and unsold inventory by dwelling type, and topical 
analyses of economic and demographic developments affecting local housing 
markets. Published monthly in large CMAs and quarterly in smaller CMAs. 


Housing Market Outlook analyses and forecasts the most recent movements in 
the resale and new housing markets in more than 26 major urban centres. Market 
trends include local MLS activity, average prices, ratios comparing sale prices and 
list prices, factors affecting the local economy, forecasts for housing starts and 
new home prices, sales levels and mortgage rates. Available three times per year 
in larger urban centres and two times per year in smaller urban centres. 


Rental Market Survey Report and FASTfax give you the latest trends in 
vacancy rates, average rents, turnover rates, rate and rent changes at the 
sub-market level for buildings with three or more units for more than 100 urban 
centres. The annual report also analyses the supply of housing on the market and 
reports on housing starts and completions by tenure. If you want to get ahead of 
your competition, subscribe to FASTfax and receive survey results three to five 
weeks before the Rental Market Survey report is even released. 


Other insightful local reports on topics such as condominiums, land supply and 
retirement homes are available in some markets. 


In Canada call 1-800-668-2642, or fax 1-800-245-9274 for subscriptions. For 
international orders call (613) 748-2003, or fax (613) 748-2016. We accept VISA, 
MasterCard or American Express cards. Many market analysis publications are 
now available on the Internet through the Canadian Housing Market Online 
Service (CHMOS). Find out how to use this timely service by calling 
1-888-246-6763. 
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Helping to house Canadians 


National Housing Outlook 
Upcoming Release Dates 


Second Quarter 1997 — May 22 


Third Quarter 1997 — September 4 
Fourth Quarter 1997 — November 20 


Annual subscription (4 issues) $66 + GST — Catalogue No. NHOSE 
Single issue $16.50 + GST — Catalogue No. NHOE1 


© Canada Mortgage and Housing Corporation, 1997 
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Printed in Canada 


CMHC offers a wide range of housing-related information. For details, contact your local CMHC office. 
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For further national information call the Market Analysis Centre: 


Gilles Proulx 
Ali Manouchehri 
Michel Laurence 
Louis Trottier 
Greg Goy 


— Chief Economist 
— Senior Economist, Capital Markets 


— Senior Economist, Housing Analysis 


— Economist 
— Manager, Local Market Analysis 


For further provincial information please contact: 


Mac Woodman 
Darrin Keough 
Ralph Freeze 
André Moore 
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CMHC Market Analysis national subscriptions include: 


e National Housing Outlook (quarterly) — $66 annual subscription* 
Each fourth quarter issue includes a special renovation markets supplement 


e Canadian Housing Markets (quarterly) — $44 annual subscription* 


e Mortgage Market Trends (quarterly) — $44 annual subscription* 


CMHC Statistical Services and Publications include: 


(613) 748-2574 
(613) 748-2506 
(613) 748-2737 
(613) 748-2295 
(613) 748-2582 


(709) 772-4034 
(709) 772-2096 
(902) 566-7467 
(902) 426-8465 
(902) 426-1812 
(506) 452-3796 
(514) 283-3846 
(416) 218-3344 
(204) 983-5648 
(204) 983-8503 
(306) 975-4897 
(306) 780-5889 
(403) 482-8705 
(403) 292-6201 
(604) 666-2925 


© Fax/Mail Service for Statistical Tables — customized service, cost depends on client request. Call 1-800-668-2642 for 


details. 


e Canadian Housing Statistics (annual) — $50* 


e Housing Information Monthly (monthly) — $20 per issue, $200 annual subscription” 


e Monthly Housing Statistics (monthly) — $48 annual subscription* 


* Plus GST 


To subscribe in Canada, call 1-800-668-2642, fax 1-800-245-9274; outside Canada, call 1-613-748-2003, fax 
1-613-748-2016, or mail your order form to CMHC Information Products, 700 Montreal Road, Suite 1000, Ottawa, ON 


KIA OP7. 


To receive your subscription over the Internet, contact the Canadian Housing Markets Online Service (CHMOS) at 
1-888-246-6763 or visit our “House Page” at http://www.chmos-sd-mloc.ceds.com. CMHC Statistical publications are not 


available on CHMOS. 


Please contact the market analyst in the CMHC branch nearest you or the Market Analysis Centre directly for information 


on CMHC’s local reports listed below: 


e Housing Market Outlooks for all major metropolitan areas (semi-annual and three times/year in some areas) 
e Rental Market Survey Reports for all major metropolitan areas (annual) 
e Local Housing Market Reports (monthly/quarterly) 


Market Analysis Centre 


Canada Mortgage and Housing Corporation 


700 Montreal Road 
Ottawa, Ontario K1AOP7 
Tel. No: (613) 748-2295 
Fax No: (613) 748-2156 


Cette publication est aussi disponible en frangais sous le titre Perspectives nationales du marché de l’habitation 


— N° de catalogue : NHOSF. 
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NATIONAL HOUSING OUTLOOK 


Executive Summary 


So far in this recovery, housing activ- 
ity has been riding the coattails of 
-_Jower mortgage rates. Over the next 
two years, further momentum in hous- 
ing will come from stronger private 
sector job creation, as consumer 
spending finally joins exports in 
boosting employment levels to new 
highs. Public sector cutbacks will re- 
main a source of drag as long as fi- 
nances are steered toward 
zero-deficit, but consumers are ex- 
pected to emerge from their current 
frugal mood. 

Low mortgage rates, strong job 
creation and improving consumer con- 
fidence will lift total housing starts by 
13.7 per cent to 141,800 units in 1997 
and by another 6.3 per cent to 
150,700 units in 1998. While general 
economic conditions will be favour- 
able, certain housing market condi- 
tions will dampen the magnitude of 
gains. Most significant is the house 
pricing environment. Low house 
prices and rising costs will keep 
builder margins tight and discourage 
more house production. In addition, 
rental vacancy rates remain stub- 
bornly high and continue to limit new 
construction of rental properties. 

The existing home market is much 
further along in the recovery cycle. 
The sales pace, which ballooned to an 
unsustainable rate in the last few 
months of 1996, is expected to abate 
in 1997 as both mortgage rates and ex- 
isting house prices inch higher. A 
more consistent sales pace, however, 
will bring total 1997 MLS* sales vol- 
umes above the 333,000 mark, 4.0 per 
cent higher than 1996 levels. A further 

advance in volumes is forecast for 
1998, as mortgage rates fall back. 


— ou Oe 

* Multiple Listing Service (MLS) is a 
registered certification mark owned by 
the Canadian Real EstateAssociation. 


With small price increases, low 
mortgage rates, and stable personal in- 
comes, homes will continue to be 
very affordable. In 1997, the average 
price for MLS transactions is forecast 
to be up in most provinces. Price 
changes will also be limited in the 
new home market, with the average 
up by 2.0 per cent this year and next 
year. 

The market for single-detached 
homes is expected to grow in 1997 
and 1998. With low mortgage costs 
and much leaner inventories, single- 
detached starts are forecast to rise 
14.2 per cent to 89,100 units this year, 
with a further advance to 94,200 units 
in 1998. The multiple-unit market is 
expected to begin recovering from 
four years of steady decline. While 
multiple starts will increase 12.7 per 
cent in 1997 and another 7.3 per cent 
in 1998, construction will still remain 
below the 1994 level. Construction of 
rental and coop units will again be 
moderate, barely maintaining the 
1996 level. 


Newfoundland 
The year 1997 will be one of eco- 
nomic adjustment in the province, 
largely because of the end of the con- 
struction phase of the Hibernia project 
and further public sector streamlining. 
The outlook for 1998 is much 
brighter, with Hibernia production 
and development work on the 
Voisey’s Bay and Terra Nova projects. 
Other factors likely to influence hous- 
ing markets are the continuation of 
low mortgage rates and the introduc- 
tion of the new harmonized sales tax. 
Following a rebound to 2,034 units 
built in 1996, new construction is 
forecast to fall to 1,900 units this year 
and to record higher levels of activity 
next year. Although single-detached 


construction is expected to fall this 
year, multiple construction will edge 
up on the continued strength of owner- 
ship products for first-time buyers. 


Prince Edward Island 
Provincial economic activity is ex- 
pected to dip in 1997 with completion 
of construction on the bridge linking 
the province to New Brunswick and 
the resulting end of ferry service. As 
well, there will be one more year of 
provincial spending cutbacks. The job 
losses that follow and the erosion of 
consumer confidence will be adverse 
for housing markets. 

Housing construction levels rose to 
554 units in 1996 but will suffer a dip 
to 485 units this year, with a partial 
recovery expected next year. Housing 
markets benefiting from attractive 
mortgage rates in 1996 led to record 
sales on the existing markets, and 
improved affordability led to higher 
sales of more expensive homes. 


Nova Scotia 

Slow job creation and continued fiscal 
restraint will cap consumer confi- 
dence in the province over the fore- 
cast period. Furthermore, housing 
demand is expected to abate after 
April Ist, when the end of the provin- 
cial sales tax rebate and the introduc- 
tion of the harmonized sales tax 
combine to increase new home prices. 
As well, the pool of first-time buyers 
has been substantially drawn down in 
the last few years. 

Housing starts are expected to edge 
up only slightly to 4,100 units this 
year following a moderate contraction 
to 4,059 units in 1996. Construction is 
expected to drop again somewhat next 
year. New rental construction projects 
remain at historically low levels and 
are mainly aimed at the mature renter 
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market. Recently, builders have been 
selling more new homes through the 
MLS system, providing improved 
marketing for homes targeted at first- 
time buyers. 


New Brunswick 

The provincial economy is expected 
to recover from a 1996 forestry down- 
turn; pulp and paper prices are recov- 
ering along with mineral prices. The 
resulting benefit to housing markets 
will increase the number of buyers in 
the opening months of the year before 
the harmonized sales tax comes into 
effect. As well, record sales on the ex- 
isting market will limit choice and 
support the new home market. 

Total housing starts are forecast to 
reach 3,000 this year, up from 2,722 
in 1996, with further gains expected 
for next year. Activity 1s expected to 
be especially brisk in rural areas. On 
the rental market, developers should 
remain cautious because of continued 
high vacancy rates. 


Quebec 
Housing markets are finally recover- 
ing in the province. While economic 
growth remains anaemic and local 
and provincial budgets are still tight- 
ening, housing markets are benefiting 
from low interest rates, affordable 
home prices and some improvement 
in net migration. Signs of improve- 
ment are also showing up on the rent- 
al market. Vacancy rates are moving 
lower, fewer new units are unoccu- 
pied and rent levels are firming up. 
Total housing starts are forecast to 
reach 26,000 units this year, up from 
23,220 in 1996. Additional modest 
gains are expected for 1998. Rental 
construction is also expected to in- 
crease slightly. Home buying, both on 
the existing and the new market, re- 
mains dominated by first-time buyers. 


Ontario 

Strong export markets and a competi- 
tive manufacturing sector are revving 
the economic engine of Ontario. For 
housing markets, this combination of 


solid economic growth coupled with 
low mortgage rates and affordable 
house prices is boosting housing de- 
mand. Sales on the existing market 
are at a high point for the 1990s. This 
demand is pushing prices higher even 
at the lower price segments. As well, 
some repeat buyer activity begins to 
be apparent. 

Total housing starts are expected to 
reach 50,500 this year, up from 
43,062 in 1996. A further advance is 
anticipated for next year. 


Manitoba 

The provincial economy is expected 
to continue to benefit from strong 
farm cash receipts and improved 
export markets for the province’s 
manufactured products, especially 
farm machinery and transportation 
equipment. As a result, improved con- 
fidence will sustain higher levels of 
demand for home owner products 
over the forecast period. In contrast, 
rising rental vacancies will limit mul- 
tiple construction mainly to projects 
targeting the seniors market, which 
will see moderate gains. 

Total housing starts reached 2,318 
in 1996 and should increase further 
to 2,550 this year, mainly on the 
strength of the single-detached homes 
market. Further moderate gains are 
expected for 1998. 


Saskatchewan 

Activity surged on the new and 
resale markets in the province in 
1996, with a seller’s market leading to 
rising prices. A strong economy, 
resulting from bumper crops, high 
grain prices and favourable markets 
for other natural resources, led to 
improving job markets and more in- 
migration. These conditions will mod- 
erate over the forecast period and lead 
to lower housing demand. 

After surging to 2,438 units in 
1996, new home construction is ex- 
pected to moderate, reaching 2,115 
units this year. The reduction will be 
concentrated in the condominium 
market, where there are lots of new 
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units yet to be absorbed. Resale mar- 
ket activity will be close to last year’s 
record and rental markets will 
remain tight. 


Alberta 


Alberta is expected to lead the coun- 
try in economic growth over the next 
two years. Strong oil prices, new gas 
pipeline capacity, and significant in- 
vestment will underpin the province’s 
economic prospects. Expansion in all 
sectors will keep annual job growth 
above 3.5 per cent. 

Housing markets will follow the 
rising economy. Starts will reach 
20,000 units this year and 22,300 next 
year. Low interest rates and rising mi- 
gration will increase demand, first in 
single-family markets, where supply 
is already tight, and later in condomin: 
ium and rental markets. 

Major urban centres will lead the 
rise in home building. Calgary will 
dominate housing starts, as invento- 
ries of resale and new homes are 
pinched by the strongest demand 
since the early 1980s. In Edmonton, 
some inventory remains, but low 
prices and rising demand will also 
expand new construction activity. 


British Columbia 


Only moderate gains in economic 
growth are likely, but the trend is fa- _ 
vourable for housing demand as is the 
continuing high inflow of immi- | 
grants. Gains are going to be more 
widespread over the next two years, 
as B.C.’s housing market recovery ex: 
pands further. Total housing starts are 
forecast to rise to 31,100 units this 
year and to 34,200 units next year. 
The key demand factors are not all 
contributing to the same degree. Inter 
est rates are most important, with 
employment and incomes less so. 
Even migration is not as strong a con- 
tributor to housing demand as it was 
in the first half of the 1990s. Further, 
demand has largely been satisfied in 
the boom years earlier this decade.m 


| 
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Canada 


by Michel Laurence 
_and Louis Trottier 
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Housing markets turned 
the corner in 1996 
Beginning to recover from a three-year 
slide, homebuilding activity increased 
in 1996. Total housing starts increased 
12 per cent, to 124,713 units. Almost 
all of the gains were in single-detached 
construction, which increased 21 per 
cent. Starts of multiple units rose less 
than 1.0 per cent. 
__ The improved yet still hesitant pace 
of new home building reflected general 
economic activity and conditions in the 
housing market. The single-detached 
segment benefited from record high 
levels of affordability as mortgage 


ales reach record high... 
while starts edge up 

nusing starts and residential MLS 
les — Canada 


housands of units, SAAR) 
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MLS Sales 


Housing Starts 


URCES: CMHC, Canadian Real Estate Association. 
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rates reached 30-year lows and new 
house prices declined to 4.0 per cent 
below 1993 levels. With disappointing 
employment levels, multiples stag- 
nated because rental vacancy rates and 
inventories of newly completed and un- 
occupied units remained high in some 
key metropolitan areas. 

Low mortgage rates had the greatest 
effect on the resale market. Record vol- 
umes reached in the fourth quarter led 
to an annual total of 321,200 sales in 
1996, a 27.2 per cent increase over 
1995 levels. While the ratio of sales to 
new listings improved markedly over 
the year, average MLS prices rose only 
0.5 per cent higher in 1996 than in 
1995 as first-time buyers dominated 
the market. 

Soft prices on the resale market 
were matched by low prices in the new 
home market. To compete, builders 
again compressed their margins, 
closely monitored their costs for labour 
and materials, and lowered the price of 
new homes by 2.3 per cent. 

By the end of the year, many indica- 
tors of future home building activity 
turned positive. In general, employ- 
ment firmed up, home prices stabi- 
lized, resale volumes were at record 
levels, home ownership costs were 
very attractive, and inventories of 
newly completed and unoccupied sin- 
gle-detached units were relatively low. 


1997-98 Outlook 


The economy and 
housing: shifting into 
higher gear 
So far in this recovery, housing activity 
has been riding the coattails of lower 
mortgage rates. Although rates are 
expected to edge up in 1997, they will 
remain low by recent standards. Rate 
increases expected in the U.S. because 
of inflation fears will be muted in 
Canada, where financial conditions are 
favourable: there are declining public 
deficits, a strong currency, and weak 
inflationary pressure. A fall-off in U.S. 
rates to compensate for reduced eco- 
nomic activity in 1998 will be matched 
in Canada. Accordingly, one-year mort- 
gage rates, now at 5.2 per cent, are 
expected to inch up to 5.75-6.00 per 
cent by year end before declining to 
5.50-5.75 per cent in 1998. The five- 
year rate will be around 7.50-7.75 per 
cent by year end and will decline to 
7.25-7.50 per cent by late 1998. 
Further momentum in housing will 
come from stronger private sector job 
creation over the next two years. Eco- 
nomic prospects are set to improve, as 
consumer spending finally joins the 
export sector in boosting employment 
levels to new highs. Expected eco- 
nomic growth in the 3.0 per cent range 
in both 1997 and 1998 will create more 
than 240,000 new jobs this year and 
275,000 next year. Although cutbacks 
in the public sector will remain a 
source of drag as long as finances are 
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steered toward zero-deficit, consumers 
are expected to emerge from their cur- 
rent frugal mood as positive economic 
news become more prevalent during 
the year. 

Population trends also support a 
high housing starts forecast. Total net 
migration will be slightly higher than 
the 1996 estimate, at more than 
200,000 persons. This number, along 
with natural population increases be- 
tween 130,000 and 150,000, should 
bring minimum housing requirements 
close to the forecast construction pace. 
Estimated housing requirements are in 
the 141,000 to 176,000 range over the 
next five years. 


Mortgage rates to stay low 


(in %) 


96 97 98 


1-Year 3-Year 5-Year 


SOURCES: Bank of Canada; 1997-98 CMHC forecast. 


Activity in new housing 
will catch up with the 
existing market 


Low mortgage rates, strong job crea- 
tion and improving consumer confi- 
dence will lift total housing starts by 
13.7 per cent to 141,800 units in 1997 
and by another 6.3 per cent to 150,700 
units in 1998. While general economic 
conditions will be favourable, certain 
housing market conditions will damp- 
en the magnitude of gains. Most sig- 
nificant is the house pricing 
environment. With B.C. house prices 
still declining, and meagre price gains 


in other provinces, tight or tightening 
builder margins are unlikely to encour- 
age much more house production. Sec- 
ond, rental vacancy rates remain 
stubbornly high and continue to limit 
new construction of rental properties. 
There is also some spillover to other 
segments of new home building, as 
high vacancy rates and low rent levels 
spur conversion of rentals to condomin- 
ium and home ownership units. Fi- 
nally, several localized factors, such as 
the introduction of the harmonized 
sales tax and the construction finish of 
megaprojects in the Atlantic provinces, 
could dampen prospective gains in cer- 
tain provinces. 

The existing homes market is much 
further along in the recovery cycle than 
the new home market because it has 
been more sensitive to mortgage rate 
changes. The sales pace, which bal- 
looned to an unsustainable rate in the 
last few months of 1996, is expected to 
abate in 1997 as both mortgage rates 
and existing house prices inch higher. 
A more consistent sales pace, however, 
will bring total 1997 MLS sales vol- 
umes above the 333,000 mark, 4.0 per 
cent higher than 1996 levels. A further 
advance in volumes is forecast as mort- 
gage rates fall back in 1998. 

With small price increases, low 
mortgage rates, and stable personal in- 
comes, homes will continue to be very 
affordable. In 1997, the average price 
for MLS transactions is forecast to be 
up as much as 4.0 per cent in most 
provinces. In B.C., continuing market 
correction and a shift in market activity 
will pull the average price down by 5.0 
per cent. Price gains will be more wide- 
spread in 1998 with the average price 
increasing close to 3.0 per cent. Price 
changes will also be limited in the new 
home market, with the average up by 
2.0 per cent this year and next year. 

The market for single-detached 
homes is expected to grow in 1997 and 
1998. With low mortgage costs and 
much leaner inventories, positive 
trends already evident in this market 
should continue. In some urban cen- 
tres, home buyers should also find the 
new market more attractive than 
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resales. This will be the case where 
stronger demand is reducing choice 
and raising prices for existing homes. 
Single-detached starts are forecast to 
rise 14.2 per cent to 89,100 units this 
year, with a further advance to 94,200 
units in 1998. 

First-time buyers are expected to re- 
main important in the single-detached 
market, but move-up buyers will have 
a greater presence as resale market 
prices firm up. Builders, however, 
should expect many of those experi- 
enced buyers to remain very cautious 
and value-conscious. Equity build-up 
has been marginal and those moving 
up are doing so mainly because of 
need: they work at home or the family 
iS growing up. 


Single-detached market lead: 
recovery . 
Housing starts by type — Canada 
(thousands of units) 
200 


150 


50 


95 96 97 98 


— Singles 


Multiples 


SOURCE: CMHC. 
1997-98 Forecast. 


The multiple-unit market is ex- 
pected to partly recover from four 
years of steady decline. While multiple 
starts will increase 12.7 per cent in 
1997 and another 7.3 per cent in 1998, 
construction will still remain below th: 
1994 level. Construction of rental and 
coop units will again be moderate, 
barely maintaining the 1996 level. 
High vacancy rates in most local mar- 
kets will make it difficult for new pro- 
jects to compete with soft rent levels 


trices to turn up... 
.in most provinces 
997 MLS average price 


-6 -4 -2 0 2 4 6 
(annual per cent change) 


)URCE: CMHC. 


prevailing on the market. Condomin- 

lum activity will rise but high invento- 

ries in key metropolitan areas will 

make marketing and financing of new 

projects difficult. 

Stronger prospects in 
Ontario and Alberta 


Ontario and Alberta are forecast to 
enjoy the most significant gains in new 
construction this year, mainly on the 
strength of their economies, higher 
migration and a market already closer 
‘to balance with relatively low invento- 
ties. Double-digit percentage increases 
are expected in the construction of 
single-detached units in those two 
‘provinces this year. Construction will 
tise in British Columbia although in- 
ventories of unoccupied multiple units 
‘remain high. In the Quebec market, 
activity is expected to improve but re- 
Main weak due to slow demand. Starts 
will increase in all other provinces ex- 
cept Newfoundland and Prince Ed- 
ward Island where megaprojects are 
winding down and Saskatchewan 
where inventories of unoccupied con- 
-dominiums are on the rise. 


economic trigger? 


The volume of housing starts is often 
thought to be dictated by demographic 
changes. While this element cannot be 
ignored, it alone cannot explain recent 
major fluctuations in housing start vol- 
umes in Canada. 


For the past 20 years, the annual rate 
of growth for the Canadian population 
15 years of age or older (that is, the 
number of persons joining the buyer 
pool) has remained relatively stable. 
Between 1977 and 1996, the number of 
new people in this group every year did 
not stray far from the average of 
320,000. 


Yet, even with this steady demographic 
trend, the number of housing starts 
declined over the past five years and is 
now far less than in the eighties, for 
example. 


Although an increase in housing starts 
requires positive demographics, this 
element alone is not sufficient to guar- 
antee an increase. The members of the 
group must be in a financial position to 
purchase a house. This usually means 
having a job that generates a steady 
and sufficient income. 


ket has not provided a solid basis for 
housing starts, except in B.C. In that re- 
gion, job creation was strong between 
1991 and 1996, and the average vol- 
ume of housing starts was larger than 
for the last 20 years. In all the other 
regions in Canada, where job creation 
was weak, housing starts fell sharply in 
spite of attractive buyer’s markets. 


Another factor that affected housing 
starts in this period was the quality of 


Starts (thousands of units, bar) 


Housing start volume: demographic or 


Over the past few years, the labour mar- 


Housing starts and job creation — Canada 


jobs created in the nineties. Individual 
incomes for these jobs were lower than 
for new jobs at the end of the eighties. 
As a result, the annual growth in dispos- 
able individual income in Canada be- 
tween 1991 and 1995 amounted to 1.8 
per cent, as opposed to 6.0 per cent 
between 1986 and 1990. Not unexpect- 
edly, this promoted prudence among 
consumers. 


Demographics seem to be a less impor- 
tant factor in determining housing starts 
than the growth of disposable income 
and the rate of employment. A growing 
population remains essential, but peo- 
ple must also have the financial means 
to act.@ 


Annual job creation and 
intensity of new homebuilding 
index 


Intensity Index* 
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* This index is defined as: 


Average housing starts 1991-96 
x 100 


Average housing starts 1977-96 
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Newfoundl 


by Mac Woodman and Darrin Keough 


Highlights 


e Modest decline in residential 
construction this year 


m Active resale market 


m Robust economic recovery 
in 1998 


New home construction 
rebounds 

Following one of the worst years on 
record, new home construction 
rebounded in 1996 as low mortgage 
rates lured home buyers back to the 
market. St. John’s led the way in 
urban centres, while Happy Valley- 
Goose Bay provided an extra boost to 
rural activity. Falling mortgage rates 
throughout 1996 led to strong gains in 


Housing Starts 
NEWFOUNDLAND 


(units, seasonally adjusted at annual rate) 
4,000 - 


3,000 + 


2,000 ~ 


1997 1998 


1996 
HB SINGLES [|] MULTIPLES 


SOURCE: CMHC. 
1997-98 Forecast. 


and 


single-detached starts and reversed a 
declining trend that began in 1990. 
Multiple-unit construction also 
recorded gains last year as semi- 
detached starts reached their highest 
level since 1984. 


1997-98 Outlook 


Strong economic 
recovery on the horizon 
The end of the construction phase of 
the Hibernia project will mean a 
period of economic adjustment for 
the province. The loss of high-paying 
Hibernia jobs and a significant 
reduction in investment will result in 
another year of economic decline. Job 
losses are also expected in the public 
sector as it further streamlines its 
operations. The outlook for 1998 is 
much brighter. Hibernia production, 
combined with development work on 
the Voisey’s Bay and Terra Nova 
projects, will lead to a robust 
economic expansion. 

Hibernia investment will decline 
by almost half to $400 million and 
employment will fall from 4,800 in 
1996 to approximately 800 this year. 
First oil is expected by year end with 
royalty payments expected shortly 
thereafter. Terra Nova and Whiterose 
will follow Hibernia and provide a 
significant boost to employment. 
When all three projects are operating 
at full capacity, oil production off 
Newfoundland’s east coast will 
represent almost 20 per cent of 
Canada’s light crude oil production. 
Oil and gas exploration is also 
expected to rebound this year. Amoco 
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Canada will begin drilling two wells 
in the Grand Banks region at a cost of 
$25 million per well. 

The province’s mining industry 
will record huge gains during the 
forecast period. Construction work on 
the Voisey’s Bay mine and smelter 
will begin in 1998, generating 
approximately 2,500 jobs. The 
mineral exploration boom that 
followed the Voisey’s Bay discovery 
will continue this year: about $75 
million in expenditures and about 400: 
person years of employment are 
expected. Strong world markets for 
iron ore will also result in another 
good year for mining operations in 
Labrador West. 

The anticipated opening of a 
limited cod fishery and an increased 
quota for capelin will lead to modest 
gains in the fishery this year. The 
lucrative crab fishery is expected to 
remain on par with 1996. Last year, 
industry employment reached its 
highest level since 1993. Further 
gains are expected in 1997 but 
employment will remain well below 
levels recorded prior to the fishery 
closure in 1992. 

High unemployment at home and 
better job prospects in other parts of 
Canada will result in continued high 
levels of out-migration from the 
province this year. While out- 
migration will remain high in 1998, 
opportunities associated with a strong 
economic recovery will help stabilize 
employment levels. 


Housing markets to 
record mixed 
performance 

Weakness in the economy, out- 
migration and rising costs associated 
with the new harmonized sales tax 
will contribute to a 6.6 per cent 
decline in residential construction 
activity in 1997. The overall decline 
will be tempered by low mortgage 
rates and increased demand in areas 
directly impacted by the Voisey’s Bay 
development, such as Goose Bay, 
Argentia and St. John’s. The metro 
area will also benefit from the 
Voisey’s Bay project, Hibernia 
production, the Terra Nova 
development, and other oil- and 
gas-related activities. 

| Builders of single-detached homes 
will experience the largest decline in 
1997, with singles forecast to dip by 
10.4 per cent to 1,250 units. Multiple 
unit construction, at 650 units, will 
continue to be targeted to the 
ownership market, with strong 
demand from first-time buyers for 


] 
| 


»sidential MLS Sales 


affordably priced semi-detached and 
two-apartment homes. In 1998, 
housing markets will rebound in 
response to a strong economic 
recovery and improved consumer 
confidence. Overall, housing starts 
will reach 2,100 units, an increase of 
10.5 per cent. 

The resale market will continue to 
record gains in 1997 despite weak 
economic conditions. The 
introduction of a harmonized sales tax 
in April will widen the gap between 
the cost of new and existing homes 
and give the resale market a 
competitive edge. Though rising, 
mortgage rates will remain relatively 
low and will continue to stimulate 
demand from first-time buyers. The 
high end of the market will also 
benefit from an influx of personnel at 
Hibernia and Terra Nova. With 
construction work on the Voisey’s 
Bay smelter slated to begin in 1998, 
sales activity this year is expected to 
be brisk in the Argentia area, adding 
further to MLS sales volumes. In 
total, provincial MLS sales will rise 
by 1.0 per cent, to 2,025 units. In 
1998, a strong economic recovery 
will generate an additional 6.2 per 
cent increase to 2,150 units, the 


Rental market outlook 
to improve in 1998 

The rental market will remain weak 
in 1997 with the vacancy rate 
expected to remain in the 15 to 16 per 
cent range. Next year, however, an 
improved economy combined with 
migration to the metro region will 
give the market a much needed shot 
in the arm, with the vacancy rate 
forecast to fall to 13 per cent. Despite 
the improved outlook, movement to 
home ownership and continued 
additions to the rental stock in the 
form of basement apartments will 
prevent the vacancy rate from falling 
below 10 per cent over the medium 
term. @ 
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PROVINCIAL HOUSING OUTLOOKS 


Prince Edward 


Island 


by Ralph Freeze 


Highlights 


a Strong ending for 1996 
contrasts with the previous 
year 


s Economic transition will hurt 
housing demand 


w New construction and resale 
markets slow down from 
1996 levels 


Final quarter looks 
good — relatively 

The final quarter of 1996 was 
encouraging in comparison with the 
year before. Single-detached 
construction outperformed the same 
quarter of 1995 and total construction 


Housing Starts 
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SOURCE: CMHC. 
1997-98 Forecast. 


improved after a particularly low 
period. 

New home construction in 1996 
was 30 per cent higher than the year 
before, but remained at the second 
lowest level in the 1990s. 

The resale market also recovered 
from a dismal 1995 with great vigor, 
improving by over 50 percent, 
including an extremely strong final 
quarter. Response to declining 
mortgage rates led to one of the best 
years for MLS sales. Adding to this 
good news was a $10,000 increase in 
average sales price. Home buyers 
used low mortgage rates as a way to 
purchase more expensive homes for 
the same cost. 


1997-98 Outlook 


Economy dips in 1997 
This year, the provincial economy 
will have to overcome several 
negative factors. The most obvious 
will be the completion of the bridge 
connecting the Island to New 
Brunswick and the end of CN ferry 
service. Once the bridge opens in 
June, a significant number of ferry 
related jobs will be lost, reducing 
employment figures that have already 
started to dip. 

Besides these well-publicized 
events, the potato industry is 
suffering after three good years. Table 
and seed potato sales are low enough 
that approximately 1,000 employees 
are without work. Low prices will 
affect producers already hurt by 
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higher-than-normal expenses to 
control blight. In addition, the 
provincial government is cutting back 
expenditures to avoid a major deficit. 


Singles stable 
New home construction will drop in | 
1997 along with the economy and 
consumer confidence. The loss of 
jobs and reduced incomes will have a - 
negative effect on demand. However, 
supply will be encouraged by low 
borrowing rates. Next year will see a 
rebound in new homes to 1996 levels - 
in all units except rentals. | 
Single-detached construction in the 
Charlottetown and Summerside areas 
will decline slightly from 1996 levels. 
Uncertainty will delay building, 
especially during the first half of the 
year, but confidence levels should rise 
afterward. Low interest rates will lead 
to construction for the speculative 
market at a pace similar to last year’s. 


Reduced rental 
construction 

With the slide from record high 
vacancies in the Charlottetown 
market, construction of rental units 
will be appealing for investors. 
Unfortunately, October’s 4.0 per cent 
is not expected to remain through this 
year. In a sliding economy that sees 
tenants searching for work, rental 
demand should decline. In the near 
future, low mortgage costs will 
continue to stimulate the trend toward 
ownership and affect vacancy rates. 


Housing in rural communities on 
he Island often follows a track 
ypposite to that of the provincial 
»conomy. Rural areas on P.E.I. are 
>xpected to see a boost in new homes 
over the next two years. Both 
single-detached and apartment 
-onstruction will increase. In 
addition, the lack of rental 
accommodations in these areas is 
yeginning to spur interest in small 
complexes with four to six units. 
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Resale market to slow 
down slightly 

The sale of existing homes will back 
off somewhat from the torrid pace of 
1996. The P.E.I. economy will lead 
some Owners to put their homes up 
for sale and cause potential 
purchasers to hesitate. That 
combination alone will slow the 
market down. While mortgage rates 
will be a positive factor, particularly 
for first-time buyers, this category of 
purchaser will not be as prominent as 
last year because many potential 
buyers have already made the move 
to ownership. 

The average sale price will drop 
slightly from last year’s record level 
of $83,900. As interest rates move up, 
purchasers will generally buy more 
modest homes. Income and job 
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Key Provincial Indicators 
PRINCE EDWARD ISLAND 
Real GDP (% Change) 
Employment (% Change) 
Unemployment Rate (%) 
Housing Starts (Units) 

Total 

Singles 

Multiples 
MLS Sales (Units) 
Average MLS Price (Dollars) 


security concerns will make 
affordability a prime concern. 

In most of the province, markets 
will favour buyers for another two 
years. The average number of days to 
sell a home will creep up again after 
declining in 1996. These conditions 
will keep listings at high levels and 
provide purchasers with a full range 
of choices in house types, locations 
and prices. @ 
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PROVINCIAL HOUSING OUTLOOKS 


Nova Scotia 


by André Moore and Sally Erskine Doucette 


Highlights 


= Hot resale market profits from 
financial incentives 


= New singles active as PST 
rebate set to end 


e High vacancy rates slow 
apartment construction 


Nova Scotia housing 
market strong in 1996 
The housing market was very active 
in Nova Scotia throughout 1996. A 
combination of events encouraged a 
home buying spree which lasted until 
year end. It was spurred on by 
historically low mortgage rates and 
upcoming changes to provincial sales 
taxation. The provincial sales tax 
(PST) rebate program is expected to 
end on March 31st, and the new 


Housing Starts 
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harmonized sales tax will be in effect 
after April Ist. These changes may 
raise the cost of housing by between 
2.4 and 5 per cent. 

The level of MLS sales was 19.4 
per cent higher at the end of the year 
than at the end of 1995, for a total of 
8,372 units. All areas experienced an 
increase, with the exception of Cape 
Breton Island. Most notably, activity 
in the Halifax Region increased by 
25.2 per cent, to an all-time high in 
MLS sales. Part of the increased 
activity is attributed to a change in the 
composition of listings, based on the 
fact that a much higher proportion of 
new construction is being sold 
through MLS (see feature article). 
During the year, the average resale 
price rose by 4.1 per cent, to $93,444. 
The South Shore area experienced an 
increase of 12.8 per cent, to $62,010. 

While consumers did not have 
more job security, they did begin to 
adjust to the new economy by making 
do with less. Consumer confidence 
continued to be shaky, with little net 
job creation and increasing high rates 
of part-time employment (up to 20 
per cent). 

New construction of home owner 
units also increased during 1996. 
Starts for single detached units were 
up 27 per cent in urban areas, and up 
8.0 per cent in all areas combined. 
Only the Sydney Region showed a 
decrease in single-detached housing 
starts. Many first-time buyers took 
advantage of the opportunity to 
combine a PST rebate with sweat 
equity to make up a five per cent 
down payment. Home builders 
responded by catering to the low end 
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of the market in unprecedented 
numbers. 


1997-98 Outlook 


First-Time buyer 
demand to slow in 
1997-98 


The forecast period will see reduced 
levels of activity in housing. Housing 
demand in the next one to two years 
has been reduced because many 
buyers, especially first-time buyers, 
have already rushed to take advantage 
of low interest rates and financial 
incentives and to beat what they 
perceive will be HST-related price 
increases. 

The first quarter of 1997 is 
expected to continue the busy trend of 
1996, followed by a wait-and-see 
attitude, which will slow down the 
spring season. Once consumers 
understand how housing will be 
affected, business as usual will 
resume. However, without significant 
employment gains, consumers will 
still be reluctant to commit to larger, 
move-up purchases. Most 
transactions that do occur will come 
from first-time buyers or buyers 
looking for features that cannot be 
found in existing houses, such as 
home offices and suites for older 
relatives. 

Low consumer confidence will 
continue. Any increase will depend 
upon job creation in the province, 
which is expected to be low, at about 
2.0 per cent throughout the forecast 
period. Future job creation will likely 
follow the pattern established in 


| 1996, occurring primarily in the 
/export sector (up 4.0 per cent), and in 
/small businesses (+6000 jobs). 
Meanwhile, job cuts will continue to 
occur in both the private and public 
sectors. Fiscal restraint policies are 
expected to have a dampening effect 


i 


Resale homeowner 

The resale housing market will have 
an interesting combination of high 
levels of activity and stable or 
discounted prices in the near term 
future. MLS sales are forecast to hit 
the high level of 7500 sales in 1997 
and 7000 in 1998. While this is a 
significant reduction from last year’s 
hot market, it nevertheless represents 
historically high levels. The sharp 
increase in sales figures in recent 
years is attributable to a dramatic 
increase in the number of newly built 
units which are being listed for sale 
through MLS. This activity will slow 
after April 1, and sales through MLS 
will decrease. 

Low interest rates and discounted 
higher-priced homes are stimulating 
the resale market for buyers other 
than first timers, and fuelling demand 
for mid-priced homes over $125,000. 
As the number of first-time buyers 
declines, lower demand will affect 
prices and stifle move-up buyers 
somewhat as well. Prices are forecast 
to increase by three per cent in 1997, 
partly as a result of the upcoming 
HST, and by two per cent in 1998. 
While the overall average price is 
increasing slightly faster than 
inflation, price changes are occurring 
inconsistently across the market. 
Most houses are fetching stable 
prices, and those in the higher price 
tanges are being discounted 
significantly. 


New homeowner 

Newly built homes will be in high 
demand for the first three months of 
1997. The PST rebate on building 
materials, scheduled to end on March 
31st, is being used extensively for 


‘on the economy for at least five years. 


Hot Sales: Big Changes 


You may have noticed a difference in the words we are using to 
discuss the housing market. In recent months we have moved 
from talking in terms of three market segments, these being 
new construction, resale and rental, to discussing activity in 
terms of two broad categories — ownership and rental. While 
the differences are subtle, they are important. 


It used to be that most newly constructed housing in the 
province was pre-sold, with only five to ten per cent built on 
spec. Very little new housing was listed for sale by the Real 
Estate Boards through the Multiple Listing Service. Under 
these circumstances, “resale housing” meant resale of existing 
housing. 


However, in the last few years, things have changed, in the 
Halifax Region and probably elsewhere in urban Nova Scotia 
(though data is readily available only for the area covered by 
the Halifax-Dartmouth Real Estate Board). Spec-built housing 
is now being listed on MLS, and accounted for a full 24 per 
cent of single and semi-detached sales through MLS in 1996, 
compared with 18 per cent in 1995, 17 per cent in 1994, and 16 
per cent in 1993. (See graph.) 


To a large extent this explains the huge increases in MLS sales 
and the historically high totals of recent years. In a shrinking 
market, builders must be more competitive and must actively 
market their product. In 
addition, as builders cater 
to first-time home buyers, 
at the low end of the 
market, they are 
competing directly with the 
existing resale market. 


New construction as 
percentage of total MLS sales 
Halifax CMA 


Newly constructed homes 
have been traditionally 
built for move-up buyers at 
higher prices or 
customized for the elite 
market. With changes in 
their client base, builders 
are seeking out 
customers, and they are 
finding them through 
MLS. 


93 94 95 96 
SOURCES: CMHC and Halifax-Dartmouth Real Estate 
Board. 
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down payments by first-time home 
buyers. This reduces the number of 
potential first-time buyers in future 
years. Results of a recent CMHC 
survey indicates that the attraction of 
financial incentives will encourage 
housing consumers to accelerate their 
purchases by one or two years, but 
not much more. This means that 
following April 1, the first-time buyer 
market for new housing will slow 
considerably for one to two years. For 
this reason, the forecast for single 
starts is 3100 in 1997 and 3000 in 
1998. As long as interest rates 
continue low and relatively stable, 


demand will not drop off dramatically. 


Rental market 

Slow, cautious development of rental 
projects in Nova Scotia will continue 
over the forecast period. Two large 
sites are slated for development in 
1997 in the Halifax Region, one on 
the Halifax waterfront, and phase two 
of a Clayton park project. In addition, 
small scattered infill projects will 
continue in prime locations of the 
Halifax Region, particularly on the 
south and north ends of the peninsula, 
and along the ridge from Clayton 


Park to Bedford. The vacancy rate in 
the Halifax Region is expected to 
decrease to 7.5 per cent by October 
1997 as net migration is positive and 
construction of new units is at a 
historic low. The 275 apartment units 
started in Nova Scotia in 1996 also 
represent a record low level. 

Mature renters are the focus for 
most developers in Nova Scotia. 
Small towns across the province will 
continue to pursue young retirees by 
developing small projects with 


specialized features appealing to 
households who want secure, 
high-quality housing. Towns that 
have shown an interest in building 
small rental projects include Pictou, 
Chester, Bridgewater, Bridgetown, 
Kentville, Tatamagouche, and 
Stewiacke.@ 


EE mma 


Key Provincial Indicators 


NOVA SCOTIA 1996 1997) 1998) 
Real GDP (% Change) 0.9 13 1.8 
Employment (% Change) 0.3 O:5 US 
Unemployment Rate (%) 12.6 12.6 12.4 
Housing Starts (Units) 

Total 4059 4100 3900 

Singles 3278 3100 3000 

Multiples 781 1000 900 
MLS Sales (Units) 8372 7500 7000 
Average MLS Price (Dollars) 93444 96300 98300 


SOURCES: CMHC, The Canadian Real Estate Association and Statistics Canada. 


(F) Forecast by CMHC. 
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| 
| 


® Economic growth will 
| strengthen 


| # New construction gains will 
' continue 


: : 
| m™ Prices are set to increase 


| @ Soft rental demand will limit 
| apartment development 
| 


Back on track 


Realtors and builders alike were busy 
this past year, with increased sales in 
all sectors of the housing market. 
Lower mortgage rates stimulated 
home buyers to take advantage of 
house prices that remained close to 
1995 levels. 

| Construction started early across 
the province. First-quarter 
single-family starts jumped up by a 


| 
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PROVINCIAL HOUSING OUTLOOKS 


New Brunswick 


| by Bruce Read and Laurie Gosselin 


robust 66 per cent. Although home 
building eased during the summer, the 
trend reversed during the final 
quarter, when mortgage rates 
plummeted and construction leaped 
ahead by 34 per cent, resulting in a 26 
per cent increase for the year. 

Growth in the new homes market 
was reinforced by strong demand in 
rural areas. New single-family 
housing starts in the non-urban areas 
were up 39 per cent over the 1995 
level. Bathurst and Moncton 
displayed the strongest growth among 
the larger centres. Advances of 57 and 
21 per cent respectively kept builders 
busy in both centers. 

Despite attractive mortgage rates, 
apartment developers remained 
cautious. Vacancy rates in the rental 
market that have stabilized at near 7.0 
per cent show no signs of retreating. 
The number of multiple-family units 
started during the year declined to 
549, a drop of 5.0 per cent from the 
previous year’s level. Gains in some 
smaller markets were more than 
offset by a 15 per cent setback in 
Moncton, where activity levels have 
been leading the province. 

Buyers who could not afford the 
higher price of a new home found 
what they needed in the existing 
market. After reaching 3,500 in 1995, 
sales surged ahead by 15 per cent last 
year and broke through the 4,000 
mark to set a new record. Realtors in 
the Saint John market were the big 
winners, as sales in the Port City 
grew by 25 per cent. Supporting 
strong sales across the province were 
flat prices reflecting year-ago levels. 
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1997-98 Outlook 


Economic growth 
continues 


The provincial economy in 1996 
suffered from a downturn in forestry 
and manufacturing. Weak demand for 
pulp and paper products and the 
completion of the Canadian Frigate 
Program at the Saint John dry docks 
blemished an otherwise healthy 
economic record. 

This year the economy will post 
stronger gains. GDP growth, up by an 
estimated 1.8 per cent last year, will 
advance by 2.4 per cent this year. Led 
by arise in the construction industry 
and a turnaround in manufacturing, 
economic activity in the province will 
gain momentum throughout the year. 

The provincial government’s 
commitment to spend $1.4 billion on 
highways is a welcome offset for 
recently completed non-residential 
construction projects, notably the 
Fixed Link. With start-up scheduled 
for this spring on the $600 million 
highway from Moncton to 
Fredericton, construction 
employment will rebound over the 
summer months. 

Pulp and newsprint prices, which 
plummeted last year, will begin to 
make small gains this year. Higher 
pulp prices and the resolution of the 
proposed Avenor takeover bid would 
clear the way for the $300 million 
refit and reopening of the Atholville 
mill in Campbellton, now on hold. 
Lumber and other wood products 
however, will remain firm in line with 
residential construction activity on 
both sides of the U.S.-Canada border. 


Residential MLS Sales 
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The mining sector in 1997 will 
benefit from continued price strength 
in the commodities market, as well as 
from increased capacity, with the 
reopening of a base metal mine in the 
Bathurst area that will employ more 
than 300 workers. 

Consumers shrugging off the 
effects of job insecurity will continue 
to play a strong role in the market 
place. A growing willingness to spend 
was evident last year: retail sales 
growth was among the highest in the 
country. The coming harmonized 
sales tax (HST) will bring added 
relief to consumers and bolster 
overall demand through the second 
half of the year. 

Despite the reduction in 
government transfer payments, 
personal disposable income growth is 
set to increase by 3.0 per cent this 
year. Lower interest rates should also 
reduce debt more quickly and leave 
more money in the hands of 
consumers. 


Employment, below expectations 
last year, will advance by 1.6 per cent 
this year. After losses last year, the 
primary sector will join the 
construction and manufacturing 
industries in creating many of the 
new jobs. 


Housing market 

The housing market will mirror the 
economy and record improved 
performance both this year and next. 

New construction will post growth 
of about 10 per cent this year after 
coming out of the doldrums in 1995. 
The strength will come from the 
home ownership market, as the 
limited choice of existing houses 
leads to stronger sales of new homes. 
In an effort to sidestep the uncertainty 
caused by the implementation of the 
HST on April 1, buyers will be active 
during the opening months of the 
year. Small mortgage rate hikes 
expected later in the year will have 
little impact on sales. 

With a strong economy and 
continued in-migration, the Moncton 
market will boast the biggest gains. 
Although government workers are 
still concerned about job security, 


Fredericton will also outperform last 
year’s level. Labour negotiations at 
the dry dock will make or break this 
year’s construction season in Saint 
John. 

Sales in the existing market will be 
close to the record 1996 level. 
Moncton, again the leader, will be the 
only centre to post notable gains. 

With fewer homes on the market 
this winter and prices that have held 
steady for the past year, buyers can 
expect to pay more for new homes 
this year. The average price of an 
existing home rose only 0.2 per cent 
in 1996, but will climb to $85,600 
this year before advancing to $86,500 
in 1998. 

Multiples, which are driven by 
rental production, will post small 
gains. The persistently high vacancy 
rates experienced in most market 
areas will keep developers hesitant 
about new construction. # 


Key Provincial Indicators 
NEW BRUNSWICK 
Real GDP (% Change) 
Employment (% Change) 
Unemployment Rate (%) 
Housing Starts (Units) 

Total 

Singles 

Multiples 
MLS Sales (Units) 
Average MLS Price (Dollars) 


1996 1997) 1998) 
1.8 2.4 2.6 
-0.3 1.6 1.9 
ie nee 10.9 
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4023 4150 4250 
84198 85600 86500 


SOURCES: CMHC, Canadian Real Estate Association and Statistics Canada. 


(F) Forecast by CMHC. 
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Quebec 


by Kim-Anh Lam 


_@ First-time buyers again 
dominate the market 


m The vacancy rate will go down 


g Private sector employment 
/ key to housing 


Major increase in fourth 
quarter residential 
construction 

Residential construction ended 1996 
on a positive note by rebounding 
from 21,900 units seasonally adjusted 
at annual rate (SAAR) to 25,300 in 
the fourth quarter. That represented a 
16 per cent rise over the preceding 
quarter and capped the first vigorous 
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increase in housing starts in eight 
years. 

The total number of housing starts 
rose from 21,885 in 1995 to 23,220 in 
1996, an increase of 6.1 per cent, 
mainly because of a 17 per cent rise 
in rural municipalities near urban cen- 
tres. In comparison, construction in 
Quebec’s urban centres rose by a 
mere 2.0 per cent. With this rise, rural 
construction comprised 33 per cent of 
total construction activity in 1996, up 
from previous levels of 20 per cent in 
1994 and less than 15 per cent in 
1986. 

The real estate market was sus- 
tained by the strong presence of first- 
time buyers after lower interest rates 
and renewed consumer confidence 
overcame deteriorating labour market 
conditions at mid year. Much of the 
increase in housing starts in Quebec 
resulted from a 10 per cent gain in 
single-detached home building and an 
8.3 per cent rise in semi-detached and 
row housing construction. With a ceil- 
ing of under $100,000, the average 
price of new houses met first-time 
buyer demand. In contrast, rental 
housing starts rose by fewer than a 
hundred units to 2,746, while condo- 
minium construction declined by 
around a hundred units to end the 
year at 1,929. 

The existing home market, which 
normally brings over 60,000 houses 
into the market every year, benefited 
from exceptional activity in 1996. 
The number of homes sold through 
MLS jumped by 26 per cent in 1996, 
to nearly 38,000. As in the new home 
market, the influence of first-time 
home buyers was evident: their prefer- 


Greater construction in rural 


areas 
QUEBEC 


Urban Centres (1) Rural Areas 


SOURCE: CMHC. 


ence for low-cost housing kept the 
average MLS price under $100,000. 
As aresult, the average MLS price 
did not increase again in 1996, but 
more home owners succeeded in 
selling their properties. 


1997-98 Outlook 


The housing market will 
do even better in 
1997-98 


Construction of all housing products 
will increase over the next two years, 
by 12 per cent this year and another 
3.5 per cent in 1998. First-time home 
buyers will dominate the market, 
accounting for at least 75 per cent of 
the demand for both new and existing 
homes. Demand will also be fuelled 
by baby boomers and young profes- 
sionals. Newly retired persons will be 
seeking houses that will be smaller 
and better suited to their needs. The 
precariousness of employment and 
family status will guide young 
professionals more towards renting 
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than buying, increasing demand of 
up-market rental units now unavail- 
able on the existing market. 

The housing market will again 
follow economic trends. While demo- 
graphic factors would sustain a hous- 
ing demand of under 30,000 units per 
year in Quebec, other factors will 
give the housing market a boost. After 
a relatively depressed year, the labour 
market will improve in 1997 with the 
creation of 48,000 jobs and an unem- 
ployment rate below 11.5 per cent. 
Employment growth in the private 
sector, mainly in exports and profes- 
sional services to businesses and 
individuals, will offset job losses 
within the Quebec government and 
large corporations. 


Better employment growth 
QUEBEC 


(thousands) 
100 


86 87 88 89 90 91 92 93 94 95 9 97 98 


SOURCE: Statistics Canada. 
1997-98 CMHC forecast. 


Since 1994, net population flows 
into Quebec have improved: there is 
now a net balance of over 20,000 peo- 
ple per year, with international immi- 
gration more than offsetting the losses 
through interprovincial migration. A 
net gain of 25,000 people is expected 
in 1997. This would represent a 19 
per cent gain over 1996 and contrib- 
ute favourably to housing demand in 
Quebec, particularly in the greater 
Montréal area. 


One of the best years 
for home ownership in 
Quebec 


The housing stock will grow by 
26,000 new units in 1997 and by 


- 26,900 more in 1998. Single-family 


housing will again be the most in de- 
mand, with a 78 per cent market share 
of residential construction. There will 
be 16,600 new single-detached 
houses (+12 per cent) and 3,700 new 
semi-detached and row housing units 
(+15 per cent). The great availability 
of land and the use of new residual 
lots in Montréal will favour home 
ownership. With land prices progres- 
sively declining over the past few 
years in urban centres, affordable 
homes have become more prevalent. 

With a decline in rental housing in- 
ventories, some developers will invest 
once again in rental properties. There 
are now fewer than 200 new units for 
rent, compared to a peak of over 
2,500 units at the beginning of the 
decade. Although the vacancy rate 
decreased to 6.0 per cent last October 
from 6.3 per cent in 1995, there are 
still too many empty units for the 
market to be able to absorb a massive 
arrival of new rental housing. There 
should be 3,000 new units in 1997 
and 1998, a 9 per cent increase over 
last year. The new housing stock 
should mainly meet the needs of new 
clients, such as retirees and young 
professionals. The vacancy rate in 
Quebec will therefore continue to go 
down, to 5.7 per cent in 1997 and to 
Sr lipercent loos: 

Finally, the condominium market 
is slowly recovering from large inven- 
tories of new and existing units. 
There are 1,000 new units left to be 
absorbed, in comparison with over 
2,500 in 1992. Consequently, even 
though the volume of construction 
will remain low, with 2,100 units fore- 
cast for 1997 and 2,300 for 1998, 
these figures still represent increases 
of 9.0 per cent in each of those years. 

The resale market, which posted a 
record in 1996, will continue to grow 
but at a slower pace. The number of 
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Vacancy Rate and New 
Housing Supply 
(Quebec Urban Centres) 


(% vacancy) (housing starts, thousand: 
She ie 


none 
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% VACANCY NEW RENTAL UNITS 


| 
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SOURCE: CMHC, Rental Housing Completions. 
1997-98 Forecast | 


MLS transactions will rise by 3.0 per 
cent to 39,000 in 1997. A more vigor- | 
ous resale market intensifies the 
competition between MLS sales and : 
transactions resulting from exclusive 
mandates (homes not offered through | 
MLS system). As a result, transac- 
tions from exclusive mandates will 
take a larger share of MLS home 
sales. With a good performance, the 
resale market reduced its large sur- ) 
plus of houses for sale. After five 
years of stagnation, 1997 should see 4 
3.0 per cent increase in the average 
MLS price, to $102,000. 


Clouds over the 
outlook: 

Tightening of mortgage 
credit, cuts in the 
public service 


The real estate market recovery is 
being jeopardized by two factors. | 
First, tightened credit conditions for | 
first-time home buyers could shrink 

the current pool of potential buyers. 

Home ownership could be curbed by 
the lender policy requiring a mini- | 
mum down payment from a buyer’s | 
own equity, in addition to the funds 


withdrawn from an RRSP. In Quebec | 
| 


| 


| 


| 


over 30,000 people used their RRSPs Oe aan. = Ake” ay a ae ee ane a eet ee 


to buy a home in 1996. Key Provincial Indicators 
Second, Quebec government QUEBEC 1996 1997") 1998") 

efforts to put public finances back in Real GDP (% Change) Ss 24 25 
order, involving the elimination of 
: i: ai : Employment (% Ch 0.3 ; 
15,000 jobs within the public service, ae oats ne Ls 
‘will likely strike a hard blow at Unemployment Rate (%) 11.8 i Bs 11.4 
‘consumer confidence in certain areas Housing Starts (Units) 
of Quebec. Consequently, optimism Total 23220 26000 26900 
in the real estate sector depends on Singles 14818 16600 17400 
continued low mortgage interest rates vayaee 
and vigorous employment growth in wae eile aul 9500 
| exports and professional services. @ MLS Sales (Units) 37863 39000 40000 
| Average MLS Price (Dollars) 98980 102000 103000 


SOURCES: CMHC, Canadian Real Estate Association and Statistics Canada. 
(F) Forecast by CMHC. 


HOUSING MARKET OUTLOOK 


Your Informative Source 


Now, you can get an insightful report that provides analyses and 
forecasts of the most recent movements in the resale and new 
housing markets in more than 26 major urban centres. 


Housing Market Outlook looks at market trends, including local MLS 
activity, average prices, ratios comparing sale prices and list prices, 
factors affecting the local economy, forecasts for housing starts and 
new home prices, sales levels, and mortgage rates. 


Housing Market Outlook — available three times per year in larger 
urban centres and two times per year in smaller urban centres. 


In Canada call 1-800-668-2642, or fax 1-800-245-9274 for 
subscriptions. For international orders call (613) 748-2003, or 

fax (613) 748-2016. We accept VISA, MasterCard or American Express 
cards. Many market analysis publications are now available on the 
Internet through the Canadian Housing Market Online Service 
(CHMOS). Find out how to use this timely service by calling 
1-888-246-6763. 


NATIONAL HOUSING OUTLOOK —FIRST QUARTER 1997 17 


PROVINCIAL HOUSING OUTLOOKS 


Ontario 


by Alex Medow 


Highlights 


& Ownership very affordable 


m Home resales go through 
the roof 


= Moderate home price growth 
expected 


= Home construction to 
move up 


Second half of 1996 
review: 

Ontario home starts 
increase to highest in 
over two years 


Thanks to increased construction of 
both single-detached and multiple 
units, fourth quarter starts increased 
by five per cent to 46,700, at a 


pee today s low carryi ne 
_ It’sno wonder that home resales — 
ae oa 


seasonally adjusted annual rate, their 
highest level in over two years. 
Growth in ownership multiple starts 
can be attributed to low inventories of 
completed and unoccupied row and 
apartment units and to strong 
first-time buyer demand for 
affordable new construction. 

With high vacancy rates, on the 
other hand, rental construction 
plummeted in the second half of 
1996, capping a year in which rental 
construction virtually ceased, with 
only 1,725 rental and co-op starts. 

There are several reasons for lower 
rental demand. First, the province’s 
younger renter population has shrunk 
— a trend which is about to reverse. 
Second, with high youth 
unemployment, those without jobs 
tended to double up or stay with their 
parents rather than rent. Third, higher 
priced rental is competitive with 


Ontario homes are very affordable | 


Principal and interest carrying costs, $ 1996 


home ownership and many potential 
renters took the plunge into home 
ownership. Finally, Ontario’s welfare 
cuts have taken income away from 
just under a third of renter households.. 
Resale markets have been 
especially active this year. A 
combination of affordable home 
prices and low mortgage rates has | 
made it easier for many people to buy — . 
homes. By the end of 1996, the real 
carrying cost for principal and interest | 
on an average-priced resale home had 
fallen to a record low (see chart). | 
Consequently, 1996 home resales | 
skyrocketed to a new record. A large 
proportion of resales was in the lower | 
or first-time home buyer price ranges, 
and this kept increases in Ontario’s 
average resale price to a minimum. 


Sales 
plunge 


Sales 
skyrocket 


82 84 86 
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SOURCE: CREA MLS price, 25% d.p., 25 yr. amort., 3 yr. rate., Ont. CPI deflated 
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: 
| 1997-98 Outlook 


| 

Population has grown, 
‘now job growth will 
speed up 


For most of this decade, housing 
starts were well below demographic 
expectations. Ontario’s demographics 
— factors such as the size and age 
structure of the population, migration, 
births and deaths — show that more 
than 50,000 new households should 
be formed every year. The same 
number of home starts should be 
expected. 
Provincial housing demand, 
generated by population growth of 
over a million since the beginning of 
the decade, has been tempered by 
severe job losses at the beginning of 
the nineties and by slower than usual 
job growth since. With high 
immigration, however, demographic 
pressures on housing will remain 
moderately strong. 
With limited wage gains and 
restraint in government spending, the 
Ontario economy has been holding 
home starts back. While in numerical 
terms lost jobs have been more than 


ousing Starts 
INTARIO 


Units, seasonally adjusted at annual rate) 


0,000 


0,000 
0,000 
0,000 
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97-98 Forecast. 


recovered, fewer new jobs are 
full-time. Over the next two years, the 
province’s transition from economic 
recovery to economic expansion will 
lift housing activity. Interest rates, 
expected to remain low, will provide 
a welcome monetary boost for 
businesses and consumers alike. Jobs 
will grow faster in the next two years. 


Stronger resale 
markets with higher 
starts numbers 


Housing starts are forecast to rise 
through 1997 and 1998 along with the 
growth in jobs and consumer 
confidence. Total home starts will 
jump 17 per cent to 50,500 in 1997 
and another 5.0 per cent to 53,000 in 
1998. The growth in housing starts 
will be slower, as home construction 
approaches demographic 
requirements. 

Single starts will rise the most. 
Prospects for increases in 
multiple-family home construction 
are also very good. Jobs will 
encourage uncoupling of households, 
and nudge vacancy rates down and 
rental starts up. At the same time, an 
increasing number of renters in 
search of cost-competitive home 
ownership options will increase 
freehold townhouse and 
condominium starts. Inventories of 
newly constructed unsold multiple 


units are low enough to require new 
construction to meet demand. The 
challenge to new home builders is to 
develop affordable housing that 
appeals to first-time buyers. 

Recent growth in new home prices 
indicates a pending home 
construction revival. New Home 
Prices Indices declined in most 
Ontario centres last year, but rose in 
most centres at the end of the year, 
mainly because of increases in home 
construction costs. 

Ultimately, existing home markets 
set the stage for new construction. 
Record resale activity in most of 
Ontario’s centres at the end of 1996 
have caused market classification 
indicators such as sales-to-new 
listings ratios to skyrocket into 
seller’s ranges. That signifies 
increases in home prices and home 
construction. Affordable mortgage 
carrying costs coupled with job 
growth will lead to even more resales 
this year. Lower, but still very high, 
resale numbers are anticipated in 
1998. 

Home prices will grow, but not 
spectacularly. Most Ontario 
consumers have been constrained by 
a prolonged period of slow or 
nonexistent real income growth. 
Average resale home prices will 
increase modestly, at rates close to the 
general rate of inflation. A slight shift 
to more expensive move-up home 


Key Provincial Indicators 
ONTARIO 


Real GDP (% Change) 
Employment (% Change) 
Unemployment Rate (%) 
Housing Starts (Units) 

Total 

Singles 

Multiples 
MLS Sales (Units) 
Average MLS Price (Dollars) 
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SOURCES: CMHC, Canadian Real Estate Association and Statistics Canada. 


(F) Forecast by CMHC. 
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purchases will account for a part of 
the increase in the average resale 
price. 

Migration patterns will explain a 
large part of the variation in rental 
vacancy rates across Ontario. High 
immigration will keep vacancy rates 
relatively low in Toronto and in areas 
within commuting distance from 
Toronto, such as Hamilton, Kitchener 
and Oshawa. Windsor’s job growth 


Income assessment is an integral 
part of taking out a mortgage. In 
choosing a comfortable monthly 
mortgage payment, purchasers 
should consider more than just 
their current income. It is also 
important to know how the real 
purchasing power of future 
income will stack up against 
future mortgage payments. And 
to do this, they have to be able to 
anticipate future inflation and 
income growth. 


The example below, with two 
inflation scenarios, shows how 
the burden of mortgage carrying 
costs might fall off over a five-year 
period. With low inflation and low 
income gains today, it makes 
sense for buyers to plan home 
financing strategies by expecting 
to pay tomorrow what they are 
paying today. In more inflationary 
times, it could make more sense 
to expect to pay less in the future, 
even if they are overextended 
today. 


The first inflation scenario is with a 
10 per cent inflation, a level that 
was common when energy costs 
were high in the 1970s and early 
1980s. The second scenario, with 
1.5 per cent inflation, is more 
representative of the last five 
years, when there have been 
small wage gains and low 
inflation. 


To better understand the effects of 
inflation, we assume that all the 


will keep its vacancy rate among the 
lowest. The higher vacancy rates are 
expected in Sudbury and Thunder 

Bay, followed by St. Catharines and 
London centres that will experience 


_ net migration losses or slow job 


growth.@ 


Factoring inflation into your home buying decision 


other variables are constant. 
Households in both scenarios 
start off with a $50,000 income 
and a $900 principal and interest 
mortgage carrying cost. Ata 
five-year rate of 7.25 per cent, that 
monthly payment would carry a 
mortgage of about $126,000. 
Assuming the household made a 
ten per cent down payment, the 
purchase price of the home would 
have been $140,000. 


In both scenarios, the mortgage 
payment burden starts out at just 
under 22 per cent of household 
income, and income grows at the 
rate of inflation — that is, 
households keep up exactly with 
the cost of living. For most of the 
period since the Depression of 
the 1930s, disposable incomes 
have actually outpaced inflation. 
The 1990s have been a notable 


22% 


20% — 


18% 


16% ~ 


What you see is what you’ll pay 


Principal and interest payments as a share of income 
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exception: in that period, the 
purchasing power of Ontario's 
real after-tax disposable income 
per person has dropped by 
almost nine per cent. 


At the end of five years, the 
burden of carrying a mortgage 
falls off by almost a third in the 10 — 
per cent inflation scenario, to just — 
under 15 per cent of income. With — 
the 1.5 per cent inflation scenario, © 
the mortgage payment hardly falls: 
off at all and still represents over 
20 per cent of income after five 
years. This indicates that the 
burden of mortgage carrying 

costs will remain for a while if 
today’s conditions, with low | 
inflation and low income growth, 
persist. @ 


1.5 % inflation 
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PROVINCIAL HOUSING OUTLOOKS 


Manitoba 


by Richard Goatcher 


Highlights 


m Economy continues to 
improve 


m Single starts to reach 2,050 
units in ‘97 


= Resales near the top of the 
cycle 


New housing markets 


surge in fourth quarter 
Brisk activity in rural areas helped 
support a strong turnaround in 
Manitoba’s new housing activity 
during the fourth quarter. On a 


seasonally adjusted basis, activity 


jumped to 2,700 units from 1,900 in 


the third quarter. Actual starts 


ousing Starts 
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advanced to 755 units, up 65 per cent 
from the fourth quarter of 1995. 

While new home production in the 
province’s four cities ended the year 
only slightly ahead of 1995 levels, an 
upsurge of rural activity helped 
singles advance by a wide margin. 
Strong grain prices and the Crow 
Benefit payout bolstered demand in 
southern Manitoba’s farm belt, and 
construction of single-detached 
homes more than doubled in the rural 
areas in the fourth quarter. 
Meanwhile, multiple starts increased 
by 49 per cent in the last three months 
of 1996, largely on the strength of 
increased apartment construction in 
Winnipeg. 

Resale markets ignited in the 
fourth quarter, and ended the year 
well ahead of 1995 levels. Average 
resale prices increased by over four 
per cent last year as many first-time 
buyers took advantage of low 
mortgage rates to purchase 
higher-priced units. Meanwhile, the 
surge in first-time buying resulted in 
higher rental apartment vacancies in 
Winnipeg. 


1997-98 Outlook 


Economic expansion 
gains momentum 
Manitoba’s economic growth 
outpaced the national average in 
1996, owing in part to a surge in farm 
cash receipts. Despite forecasts of 
lower grain prices and higher input 
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costs for farmers in 1997, rising 
consumer spending and sustained 
export markets will stimulate stronger 
economic growth in Manitoba. 

Thanks to a resurgence in 
agriculture in North America, the 
province’s farm machinery 
manufacturers will continue to benefit 
from strong export demand. 
Transportation products from 
Winnipeg’s bus factories and 
aerospace firms will enjoy another 
successful year, as will the food 
processing and garment industries. 
Service sector growth will be 
underpinned by expansions in 
call-centre operations. However, 
cutbacks in the public sector will 
continue to put a drag on growth in 
1997, although the reductions will 
ease in 1998 as government balance 
sheets improve. 

Overall, employment in the 
province will improve by 8,000 jobs 
both this year and in 1998, but 
improvement in the jobless rate will 
be modest because the number of job 
seekers will grow steadily as well. In 
1996, there was less net migration to 
other provinces for the sixth 
consecutive year. However, Manitoba 
typically loses more people when the 
economies of Ontario and Alberta 
start to heat up. As such, labour force 
growth will remain stable at near one 
per cent over the forecast period. 


Employment Growth 
MANITOBA 


(annual % change) 
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Upturn continues for 
housing in ‘97 

Improved consumer confidence, 
largely stable mortgage rates and a 
growing job market should result in 
the production of more than 2,000 
single-detached units in 1997. In 
1998, continued economic growth 
and lower unemployment will 
combine to maintain the improvement 
in consumer confidence and boost 
single starts to 2,150. Much of the 
improvement this year will be 
generated in the urban areas — 
particularly Winnipeg — which 
lagged well behind rural activity in 
1996. With demand improving and 
builder inventories their lowest since 
early 1993, Winnipeg’s singles 
production should approach 950 units 
this year. However, the city’s share of 
the total Manitoba market will not 
improve as new home buyers 
continue to move into nearby 
bedroom communities at a steady 
pace. 

Multiple-unit construction will 
reach 500 in 1997, following 
moderate gains last year. New 
developments have been largely 
targeting the 55+ seniors market, with 


both condominium and life-lease 
tenures available in adequate supply 
in Winnipeg. While Winnipeg’s 
unsold inventory has been reduced to 
below 30 units in recent months, 


_ developers remain cautious because 


of high vacancies and weak rent 
levels in the older existing rental 
market. However, the rate of 
condominium conversion has faltered 
since the peak years of 1994-95 with 
a reduction in suitable conversion 
stock. This should provide 
opportunities for astute condominium 
developers who can bring affordable 
units to market in suitable locations. 
Tighter rental market conditions in 
Brandon and Portage la Prairie should 
also provide opportunities for modest 
multiple-unit construction in 1997, 
particularly products with life leases 
for seniors. 

Residential resale markets are 
considered close to the peak in the 
cycle, although one more year of 
improved sales is expected in 1997. 
Resales enjoyed a banner year in 
1996, with both sales levels and 
average prices moving substantially 
higher. Steady declines in mortgage 
rates in the past year have made home 
ownership more affordable, and total 
sales increased by 12 per cent. As 
well, improved affordability 
associated with lower financing costs 
allowed many first-time buyers to 
move up-market and buy more home 


ee a a RE a a ee 


Key Provincial Indicators 


for the same monthly payments. Sales 
of homes to NHA-insured first-time 
buyers priced between $80,000 and 
$100,000 increased by 34 per cent in 
1996, helping the overall MLS resale 
price increase by 4.2 per cent after a 
2.2 per cent decline in 1995. Resale 
activity will reach its peak in 1997 
and experience a slight decline in 
1998 as price increases start to choke 
off demand from lower-income 
renters. Average prices will not see 
the same stellar increases despite 
improvements in move-up sales. 

Following four years of steady 
declines, vacancies in Winnipeg’s 
private rental market increased during 
1996. The CMHC October Rental 
Market Survey found that vacancies 
climbed to 6.0 per cent, compared 
with 5.4 per cent in October 1995 and | 
5.6 per cent in October 1994. 
Stronger sales to first-time home 
buyers left more apartments for lease. 
Vacancies remain highest downtown, 
where overall vacancy rates increased 
to 8.2 per cent, compared with an | 
average of 6.5 per cent last October. 
In contrast, the majority of suburban 
areas saw modest declines, with the 
overall suburban rate dropping to 4.3 
per cent. Winnipeg’s landlords have 
responded to increasing vacancies by 
lowering rents across the city. After 
two years of rent increases just below | 
1.0 per cent, average rents declined 
by 0.6 per cent in past year. & 


j 
4 


MANITOBA 1996 1997) 1998) 
Real GDP (% Change) p53 med 2.4 | 
Employment (% Change) 1.0 leS ie: 
Unemployment Rate (%) YS Teh 6.7 
Housing Starts (Units) | 
Total 2318 2550 2700 
Singles 1875 2050 2150 
Multiples 443 500 530 | 
MLS Sales (Units) 10965 11050 10600 | 
Average MLS Price (Dollars) 85318 87000 88000 


SOURCES: CMHC, Canadian Real Estate Association and Statistics Canada. 
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Highlights 


— Strong economy stimulated 
housing in 1996 


® Prices will rise this year 


# Single-family market to 
remain strong 


1996 Overview 


-Saskatchewan’s housing markets 
experienced a surge of activity in 
1996. Seller’s markets and rising 
average prices characterize the resale 
‘markets in most cities, while vacancy 
rates are at the lowest levels in 12 
years. New home construction 
increased 43 per cent, driven by a 
strong economy and increased 


lousing Starts 
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units, seasonally adjusted at annual rate) 
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® PROVINCIAL HOUSING OUTLOOKS 


Saskatchewan 


by Paul Caton and Todd Selby 


in-migration from neighbouring 
provinces. 

Most of the increase in new hous- 
ing construction was concentrated in 
Regina and Saskatoon although 
Moose Jaw, Swift Current, Yorkton 
and Lloydminster also benefitted. 
Particularly impressive was con- 
dominium construction in Saskatoon, 
which contributed over 30 per cent of 
the new housing starts in urban 
Saskatchewan. Demand for homes in 
the rural subdivisions close to Regina 
and Saskatoon was also high, increas- 
ing by almost 60 per cent. 

Rural home building was strong 
early in the year but tapered off as the 
year progressed. Migration to the 
cities contributed to the weakening of 
rural housing demand. An early 
winter added to the slowdown. 

Strong job and wage growth cre- 
ated housing demand in 1996. With 
rising employment and wages, espe- 
cially in manufacturing, potential 
home buyers saw an increase in their 
cash flow for the first time in several 
years. 

Mine expansions and oil and gas 
exploration signalled particularly 
strong markets for the province’s natu- 
ral resources. Job growth in manufac- 
turing has also been healthy in the 
Saskatoon area. One example is a 
surge in demand for farm implements. 
Another is the increase in food proc- 
essing within the province, encour- 
aged by the loss of the Crow Rate 
subsidy. 

Migration has also turned around, 
continuing a trend that began in the 


early nineties. There has been increas- 
ing in-migration from other prov- 
inces, mainly Alberta. Fewer people 
have left and more have come to Sas- 
katchewan as economic activity grew 
faster than in neighbouring provinces. 


1997 Outlook 


Slower growth 
expected in ‘97 


After a healthy performance in 1996, 
Saskatchewan’s economy will moder- 
ate in 1997 and stabilize at around 1.7 
per cent growth for the next two 
years. The robust growth in natural re- 
sources, such as agriculture, mining, 
forestry, oil and gas, will not be sus- 
tained in the new year. Climbing 
global inventories have brought the 
prices of primary grains down in inter- 
national markets from last year’s lev- 
els. If, as is likely, the bumper crop of 
1996 will not be repeated this year, 
farm incomes will decline. The expan- 
sion of the mining, forestry, oil and 
gas industries will slow to a more 
moderate pace as projects move into 
the production phase. 

The strength of the Alberta econ- 
omy will reverse Saskatchewan’s 
positive migration and will weaken 
demand for housing around the prov- 
ince, especially in provincial rental 
markets sensitive to the prevailing mi- 
gration flows. This decline in housing 
demand will be reflected in a modest 
decline in Saskatchewan’s labour 
force. However, there will be in- 
creased job creation in the trade and 
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service sectors and the unemployment 
rate will remain below 7.0 per cent. 


Undersupply to 
continue on resale 
market 

In 1997, the resale market in 
Saskatchewan will be a seller’s 
market, with rising house prices and 
rents, low vacancies, and stable sin- 
gle-family home construction. A sur- 
plus of new apartment condominiums 
in Saskatoon will slow down multiple 
construction. 

The persistent shortage of resale 
listings will continue around the prov- 
ince. Many real estate agents will be 
challenged to find enough homes for 
sale to support the continued strong 
demand for resale housing. Home 
owners in Saskatchewan are largely 
happy with their current home and 
have little incentive to sell. However, 
the shortage of listings combined 
with healthy demand will mean rising 
house prices in 1997, and some home 
owners will reconsider putting their 
home on the market. Consequently, 
the supply of resale homes listed will 
begin to increase in 1997. 


Sales activity, which reached 
record levels in 1996, will retreat to a 
still very strong 8,175 sales in 1997. 
Rising mortgage rates, a softening in 
the provincial economy, and 
increased migration to Alberta will 


~ moderate the current pace of sales 


activity later this year. Despite the 
decline in sales, the Saskatoon and 
Regina economies will show steady 
growth in 1997 allowing them to 
retain their positions as the leaders in 
resale activity. Over 6,000 sales are 
expected to come from these two 
centres combined. 

After several years of little or no 
house price growth, 1997 will be the 
second straight year of healthy gains 
in house prices. The 5.0 per cent 
growth in prices seen in 1996 will be 
followed by another 3.0 per cent in- 
crease in 1997. Consequently, house 
prices are expected to reach $79,600 
this year. Price growth will be most 
prevalent in homes popular with first- 
time home buyers. A shortage of mod- 
estly priced homes combined with 
healthy demand for this type of home 
will allow for strong price growth in 
197 


Home building to slow 
Although home building will slow in 
1997, the construction of single fam- 
ily homes will remain strong. Rising 
inventories of newly completed con- 
dominiums in Saskatoon will limit 


a: 


Key Provincial Indicators 
SASKATCHEWAN 
Real GDP (% Change) 
Employment (% Change) 
Unemployment Rate (%) 
Housing Starts (Units) 

Total 

Singles 

Multiples 
MLS Sales (Units) 
Average MLS Price (Dollars) 


housing starts. Only when these new 
condominium units are absorbed will 
there be another gain in multiple unit 
construction. 

With a continued shortage of 
homes on the resale market in 1997, 
home buyers will look to local build- 
ers for housing. Homes in rural 
subdivisions, which take advantage of 
lower-priced lots and taxes, will 
remain popular. As many of these 
subdivisions are close to a city, home 
buyers are finding that they can 
combine country living with city 
convenience. 


Rising rents expected 
Like the resale market, rental markets 
around the province will be undersup- 
plied this year. There will be no devel-. 
opment of rental stock until rental 

rates show some significant growth. 
With no new rental stock to replace 
older buildings and demand expected ~ 
to remain steady, the vacancy rate in | 
Regina and Saskatoon will remain 
below 2.0 per cent in 1997. However, - 
this is good news for property manag- 7 
ers. Like last year, they will be able to) 
raise rents. These increases willbe 
the first real growth in rents in several 
years and will give landlords the | 
finances to deal with maintenance 

that was deferred when the rental | 
market was oversupplied in the early | 
1990s. } 
| 


; 
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1996 1997) 1998) 
1.8 i 1s 7 
0.2 0.4 0.4 
6.6 6.5 63 Ff 

2438 2115 1990 

1612 1540 1415 
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8689 8175 7640 

771478 79600 80000 


SOURCES: CMHC, Canadian Real Estate Association and Statistics Canada. | 


(F) Forecast by CMHC. 
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Alberta 


PROVINCIAL HOUSING OUTLOOKS 


by Laurie Scott and Karla Spilsted 


Highlights 


| m Alberta poised for a surge 


| m Strong economy and 
migration fuel demand for 
housing 


# Low inventories of rental, new 
and existing housing 


Housing markets spark 
to life in ‘96 

Alberta housing markets came to life 
in the second half of the year after a 
weak performance in 1995 and early 
1996. Low mortgage rates ignited 
home sales, with resale market 
performance up by 29 per cent. 
Looking at a large selection and 
encouraged by prices that have been 


ousing Starts 
LBERTA 


nits, seasonally adjusted at annual rate) 


1996 


1997 1998 

Wi SINGLES [_] MULTIPLES 
URCE: CMHC. 
7-98 Forecast. 


battered over the past two years, 
home buyers were out with renewed 
confidence, mainly in lower and 
mid-priced levels. 

New home markets also saw 
substantial gains, mainly in 
single-family units, where starts 
jumped by 28 per cent, to 12,949. 
Calgary more than recovered. Its 
5,862 single starts represented the 
highest level since 1992. A high 
number of corporate relocations, most 
notably CP Rail, coupled with strong 
in-migration were largely responsible 
for the jump in residential 
construction. Edmonton also 
experienced a strong single-family 
market, with a 28 per cent increase to 
2,944 units. The expansion of 
Canadian Forces Base Edmonton, the 
end of the provincial government’s 
restructuring efforts, and substantial 
reductions in inventories resulted in a 
much improved housing market. 
Other centres also saw substantial 
gains. As an example, Fort McMurray 
contributed to the provincial total for 
the first time in a number of years. 

In sharp contrast, construction of 
new multiple-family homes did little 
last year. Inventories remained high 
and lower priced singles were more 
attractive. This was particularly true 
in Edmonton, where unsold 
inventories were still above 700 units 
at the end of the year. As a result, 
multiple-family starts fell for the third 
year in a row, to 3,716 units, down 
2.0 per cent from 1995. 

Rental markets were another good 
news story in 1996. Again the 
recovery was highlighted in Calgary, 


i. 


wate 


where vacancies fell to 1.5 per cent, 
the lowest it has been in seven years. 
Edmonton also recovered after 
experiencing very high vacancies in 
1995 and 1996. Their rate dropped to 
7.6 per cent from 10.2 last year. Other 
centres are also showing strong rental 
markets as well. The lowest vacancy 
rates in the province were in Fort 
McMurray, in the heart of heavy oil 
country, and in Brooks, which 
benefited from the expansion of the 
Lakeside meat processing plant. 
Vacancy levels have yet to be 
translated into rising rents, so while 
the number of vacancies fell, rents 
either remained flat or showed 
modest increases. 

Solid employment growth, 
in-migration and improved consumer 
confidence boosted housing markets 
across the province. One in three 
Canadian jobs created in 1996 were 
in the province of Alberta. With 
40,000 new jobs created, Alberta’s 
unemployment rate fell to 7.1 per 
cent, well below the national average 
of 9.7 per cent. The relatively vibrant 
economy drew significant numbers of 
people to the province for the first 
time since 1990. 


1997-98 Outlook 


Alberta economy 
surging ahead in 97-98 
The stage is set for Alberta to 
outperform the country over the 
forecast period. Upward momentum 
is evident in almost every sector of 
the economy, and although it is led by 
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Migration rising above 1990 
level 
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the petroleum sector, the expansion is 
broad based. Tax breaks, royalty 
concessions, and higher oil and 
natural gas prices have prompted a 
substantial number of new projects. 
One estimate currently lists over $28 
billion in total capital spending over 
the next three to five years alone. 
These projects are already affecting 
the engineering and manufacturing 
sectors, and by spring the 
construction sector will be poised for 
a jump in activity. 

The energy sector will contribute 
much to Alberta’s powerhouse 
performance. Oil and gas drilling in 
1997 is expected to match the record 
of 12,695 wells set in 1996. Heavy oil 
projects will result in long-term job 
creation as almost $6 billion of 
investment occurs over the next five 
years. These projects will 
substantially increase employment in 
the construction sector, especially in 
the Fort McMurray and Cold Lake 
areas and in Edmonton, where much 
of the manufacturing will occur. 

The positive outlook is not limited 
to Alberta’s energy sector; a substan- 
tial investment in petrochemicals, 


forestry, food processing, and 
manufacturing is planned over the 
next several years. Red Deer and 
Edmonton will benefit from $1.3 
billion worth of investment in 
petrochemicals projects by Union 
Carbide, Novacor and Dow 
Chemical. The Diashowa-Marubeni 
expansion in Peace River and the 
Grande Alberta Paper project in 
Grande Prairie will inject over $2 
billion worth of investment in large- 
scale plants. In food processing, the 
expansion of Fletchers in Red Deer, 
Iowa Beef Products in Brooks and a 
number of smaller companies in both 
Edmonton and Calgary are going 
ahead. The development of the $850 
million Broken Hill Properties 
diamond mine in the NWT will also 
benefit Alberta. This project is under 
way, with construction to begin this 
April. 

For the first time in several years, 
the public sector will contribute to 
growth. Another large provincial 
government surplus may stimulate 
some spending, but the good news is 
that cuts to programs and services are 
now largely over. The federal 
government infrastructure program 
will also inject additional funding into 
local municipalities. 

Economic growth and capital 
spending will create significant 
employment opportunities over the 
forecast period. Expansion in all 
sectors of the economy will result in | 
employment growth of over 3.5 per 
cent in both 1997 and 1998. Alberta’s 
vibrant economy and impressive job 
creation will attract people from other 
parts of the county, augmenting 
international migration. Net migration 
will total 26,000 in 1997 and 27,500 
in 1998. Labour shortages are already 
evident in engineering and 
construction trades. Consumer 
confidence will be supported by job 
creation and modest upward pressure 
on wages and salaries. 
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Pressure building in 
housing markets 

Alberta housing markets will expand 
with the economy over the next two 
years. Migration into the province 
and job creation with major project 
developments will support higher 
demand than we have seen in a 
number of years. Markets will 
experience strong demand from 
first-time buyers who are attracted 
into the market by relatively low 
mortgage rates and affordable house 
prices. This will fuel high prices as 
well, as baby boomers and older age 
groups will be able to sell easily and 
move up or down for the first time in 
several years. 

Resale markets are headed to a 
new peak in activity this year with 
40,500 sales. Market strength is 
already evident, and low mortgage 
rates combined with the buoyant 
economy will push up sales into the 
spring and summer months. Calgary 
and Edmonton will see strong 
performance but smaller centres will 
also contribute to the provincial 
totals. Rural and smaller centres will 
also perform above traditional levels. 
The biggest example of this is 
Canmore, where housing starts and | 
home prices are rising sharply. Prices 
will lag market momentum 
somewhat, increasing by 4.1 per cent _ 
this year and 5.3 per cent in 1998. 
Price growth will be led by the 
Calgary market, where listings are 
already low and sales are high. 

In new home markets, construction | 
will jump by 20 per cent this year, : 
with increases across the province. In 
1997, new home construction in 
Calgary is expected to surpass the 
records set in 1996. Demand created 
by strong economic growth and | 
migration have eroded inventories of 
all types of housing. Some inventory 
remains in Edmonton, but low prices 
and rising demand will also expand 
new construction activity. As a result, 
provincial totals for single-family 
homes will rise by 17 per cent to 
15,200 units. 


_ Multiple-family home construction 
will recover from a two-year slump 
fueled by demand for condominiums 
and modest numbers of rental units. 
Builders will offer a broad range of 
housing, for both older buyers and 
younger, cost-conscious consumers. 
Construction will jump by 29 per 
cent, from 3,716 last year to 4,800, 
and again next year to 6,400 units. 
Improving rental market 
conditions will make new rental 
construction viable. Demand for 
rental housing will be particularly 
strong in the areas undergoing 
significant economic expansion — 
Fort McMurray, Grande Prairie, 
Peace River, Cold Lake, and Brooks. 
| Positive migration and substantial job 
creation will continue to improve 
Edmonton’s rental market. The 
‘supply of rental housing in Calgary is 


expected to remain tight, pushing up fuel rental rate increases in most 
rents and fueling demand for centres over the forecast period. & 
first-time buyer product. Across the 

province, lower vacancy rates will 


SSS 
Key Provincial Indicators 


ALBERTA 1996 1997(F) 1998) 
Real GDP (%Change) 3.4 4.2 4.6 
Employment (% Change) 29 oes) a8 
Unemployment Rate (%) 7.0 6.5 6.0 
Housing Starts (Units) 

Total 16665 20000 22300 
Singles 12949 15200 15900 
Multiples 3716 4800 6400 
MLS Sales (Units) 37482 40500 40000 


Average MLS Price (Dollars) 117673 122500 129000 


SOURCES:CMHC, Canadian Real Estate Association and Statistics Canada. 
(F) Forecast by CMHC. 


RENTAL MARKET REPORT 
and FASTfax 


Rental Market Report and FASTfax give you the latest trends in vacancy 
rates, average rents, turnover rates, rate and rent changes at the 
sub-market level for buildings with three or more units for more than 100 
urban centres. The annual report also analyses the supply of housing on 
the market and reports on housing starts and completions by tenure. If you 
want to get ahead of your competition, subscribe to FASTfax and receive 
survey results three to five weeks before the Rental Market Survey report is 


even released. 


Other insightful local reports on topics such as condominiums, land supply 
and retirement homes are available in some markets. 


In Canada call 1-800-668-2642, or fax 1-800-245-9274 for subscriptions. For 
international orders call (613) 748-2003, or fax (613) 748-2016. We accept 
VISA, MasterCard or American Express cards. Many market analysis 
publications are now available on the Internet through the Canadian 
Housing Market Online Service (CHMOS). Find out how to use this timely 
service by calling 1-888-246-6763. 
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PROVINCIAL HOUSING OUTLOOKS 


British Columbia 


by Helmut Pastrick 


Highlights 


mw Year-end sales surge 


m Moderate economic growth 
ahead 


m Housing outlook depends on 
mortgage rates 


House sales surge 
Housing sales surged in the fourth 
quarter, to post their strongest 
performance in almost three years. 
Record low mortgage rates fueled 
home sales among first time buyers. 
First Home Loan Insurance (FHLI) 
activity was at a record high in the 


Housing Starts 
BRITISH COLUMBIA 


(units, seasonally adjusted at annual rate) 
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SOURCE: CMHC. 
1997-98 Forecast. 


fourth quarter, with over 5,000 loans 
approved. More condominiums and 
lower priced existing houses were 
sold than at any other time in this 
decade. More than half the units sold 
in the Vancouver real estate board 
area were condominiums. 

The large increase in sales of 
lower-priced housing and a drop in 
sales of expensive houses sharply 
lowered the average price of units 
sold in the quarter. The average unit 
price in B.C. fell to about $207,000 
from almost $219,000 in the third 
quarter. According to ancedotal 
evidence, the Revenue Canada’s asset 
disclosure requirement is keeping 
some wealthy people from purchasing 
in Canada. 

Market conditions also came into 
play. The supply of existing housing 
stock on the market was at a very 
high level, resulting in weak pricing 
conditions. The recent significant rise 
from low sales-to-active listings 
ratios bodes well for the future. 

Unsold inventories of new housing 
continued to decline. However, there 
is some mismatch between product 
and demand, which keeps overall 
inventory from dropping faster. 
Nonetheless, lower inventory levels 
are beginning to spur some new 
construction, particularly in 
single-family and row condominium 
housing. 

Single-family housing starts 
continued to improve in the past 
quarter. More sales and less inventory 
have resulted in a gradual uptrend in 
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construction levels over the past year. 
However, it has been gradual: there 
has been a shift to more affordable 
product and to weak pricing 
conditions. A similar situation exists 
for row condominiums. 

According to the New House Price 
Index, new house prices are eroding 
much more slowly than before. This 
suggests the price decline is nearing 
an end. Other indicators of market 
activity also suggest a turning point in» 
prices. 

New construction of apartment 
condominiums fluctuated wildly over 
the past year. After 1,500 units in the 
first quarter, performance improved 
to a yearly high of over 3,400 units in 
the third quarter and then plunged to 
1,700 units in the last quarter. 

Rising sales and shrinking 
inventories of completed and unsold 
units improved market conditions. 
The proportion of unsold units 
diminished but remained high by 
historical standards. Lower-priced 
units are moving the best, though the 
competition from the resale market is 
very stiff. 


1997-98 Outlook | 


Economy upshifts to 
moderate growth 

The provincial economy is expected 
to grow moderately in the next two 
years following sluggish growth in 
the first half of 1996. The trend is 
favourable for housing demand, as is 


the continuing high inflow of 
immigrants. 

Housing will give the provincial 

| economy a much needed boost. 
Higher contruction levels have a 
major effect on a number of 
industries. In addition, when more 
‘new houses are sold, housing 
renovation and retail sales also 
increase. 

B.C.’s resource industries are not 
faring well. Forestry production has 
declined, as global inventories adjust. 
Lower pulp and paper prices have 
reduced company earnings and 
profits. A drop-off in production and 
earnings in the forest industry has led 
to less investment spending. 
Preliminary indications are that 
‘spending will be down for the second 
consecutive year in 1996. The 
outlook calls for a slight rebound in 
1997, led by the residential sector. 
Another stimulus will come from 
nonresidential investment in office 
and hotel projects over the next two 
years. 

_ Merchandise exports are forecast 
to turn in a medicore performance in 
(1997. Demand from the major trading 
countries will not increase very much 
over 1996 since those economies will 
grow moderately and the dollar is 
expected to appreciate. 

A brighter picture emerges in 
mining and natural gas. Production 
volumes are up, and gas prices are 
higher. Various provincial 
government regulations, however, 
leave little scope for expansion in 
mining. 

The consumer sector is also 
encouraging. Interest rates are low 
and consumer confidence is rising, 
now at its highest level in two years. 
More will be spent on durable goods, 
such as cars, furniture, and housing, 
though some restraining factors will 
remain. Low real income growth and 
job uncertainty still weigh on the 
minds of consumers. 

Tourism continues to be the 
shining star of the B.C. economy. The 
relatively low dollar, better access via 
the expanded air transportation 


system, and the region’s inherent 
appeal attract a growing number of 
visitors. Hotel occupancy rates are 
very high in the peak season. A major 
investment project, a new 
convention-hotel centre, will likely 
commence in the coming year. 

Job growth in B.C. is running at a 
moderate pace. The year finished on a 
stronger note and was well above the 
weak growth rate in the first half. 
Currently, over half of total job 
growth is in the service sector. 
However, about 30 per cent of new 
jobs are part-time, and the average 
number of hours worked per week is 
declining. These are the weak signs in 
the provincial labour market. 

The unemployment rate is forecast 
to decline slightly, remaining above 
8.0 per cent. Wage and income 
growth will remain around 2.0 per 
cent. Clearly, the job market is not 
going to be a large generator of new 
housing demand over the next couple 
of years. If housing is to expand, it 
will have to rely on other factors. 
Notable among them is population 
growth. More people now move to 
the province from abroad than from 
other provinces, and this trend is 
expected to continue. The net flow 
between B.C. and Alberta has turned 
in favour of Alberta, and the 
B.C.-Ontario net flow is declining. 
Overall, population growth should 
remain over a robust 2.0 annual rate. 


Housing outlook 
brighter, but depends 
mostly on rates 

B.C.’s housing market recovery will 
continue to gain momentum. Prices 
will very likely turn the corner in 
1997 and show modest gains next 
year. Housing sales have been picking 
up gradually for the past year and a 
half, and gains in new construction 
are going to be more widespread over 
the next two years. 

However, this cycle is weaker than 
average and is not expected to 
strengthen soon. The key demand 
factors are not all contributing to the 


Record high first time buyer 
activity 
BRITISH COLUMBIA 
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same degree: low interest rates are 
currently a stimulus to housing, but 
employment and income are minor 
factors. Even migration is not 
contributing as much to housing 
demand as it did early in the 1990s 
because, over the medium term, 
immigrants are less likely to form 
households than interprovincial 
migrants. 

Housing sales volume is going to 
decrease over the coming months as 
mid- to long-term rates rise. 
First-time buyers will be most 
affected, since they choose 
longer-term mortgages more often 
than repeat buyers, especially if they 
buy homes with the assistance of 
FHLI. Sales volume will rise when 
rates drop once again. 

The price cycle is set for a turning 
point in this year. Technically, the 
compositional effect on the average 
price will run its course this year, so 
that price trends between 1996 and 
1998 will reflect home price 
appreciation. In addition, the prices of 
lower-cost housing will stabilize. 

A number of factors are affecting 
prices. Most significant are moderate 
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demand and the increasing number of 
lower-priced homes now becoming 
available in a crowded market. 
Housing prices have been at record 
levels for years, and this new pattern 
is inducing many home owners to list 
their properties. Competitive 
conditions should continue for some 
time. 


Housing price decline to end 
BRITISH COLUMBIA 

B.C. average MLS residential price, 
quarterly 
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Record high levels of new unsold 
housing have also held prices down, 
but less so as inventory is reduced. 
Current levels are off about one third 
from the peak. Sell-off of inventory 


_will last for most of this year, 


particularly in apartment 
condominiums. 

Construction, which has been 
trailing sales by longer than usual in 
this cycle, is finally on the upswing. 
Single-family and row condominium 
starts are forecast to expand further 
this year and next. The middle 
quarters of 1997 will likely be the 
strongest, as recent sales have been 
strong. More inexpensive housing is 
expected. 


With high inventory levels, there 
will probably be only a small increase 
in apartment condominium starts this 
year. Production is forecast to expand 
more robustly in 1998. 

Overall, housing starts are forecast 
to rise to 31,100 units this year and to 
34,200 units next year. Housing sales 
will show a gain of 6.0 per cent in 
1997 and will climb to about 80,000 
units in 1998. The average selling 
price is expected to fall this year, but 
to rise in 1998.™ 


ee 


Key Provincial Indicators 
BRITISH COLUMBIA 
Real GDP (% Change) 
Employment (% Change) 
Unemployment Rate (%) 
Housing Starts (Units) 

Total 

Singles 

Multiples 
MLS Sales (Units) 
Average MLS Price (Dollars) 
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27641 31100 34200 
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SOURCES: CMHC, Canadian Real Estate Association and Statistics Canada. 


(F) Forecast by CMHC. 
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Housing Starts 


Total 
(units and annual per cent change) 
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SOURCE: CMHC. 
(F) Forecast. 
* Total does not add due to rounding. 
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Housing Starts 


Singles 
(units and annual per cent change) 
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SOURCE: CMHC. 
(F) Forecast. 
* Total does not add due to rounding. 
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Housing Starts 


Multiples, by Area and Tenure 
(units) 


Centres 10,000 Population and Over 


Rental/Co-op Total Other 
Private Assisted Other* 10,000+ Areas 


46717 
**52.400 
**56500 


SOURCE: CMHC. 
1996 Actual. 1997-98 Forecast. 

* Includes homeowner and unclassified units. 
** Total does not add due to rounding. 
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Housing Starts 


Total New House Price Index* 
(annual per cent change) 


1992 1993 1997) 1998) 


ST. JOHN’S 
HALIFAX 
SAINT JOHN 
QUEBEC CITY 
MONTREAL 
OTTAWA 
TORONTO 
HAMILTON 
ST. CATHARINES 
KITCHENER 
LONDON 
WINDSOR 


SUDBURY- 
THUNDER BAY 


WINNIPEG 
REGINA 
SASKATOON 
CALGARY 
EDMONTON 
VANCOUVER 
VICTORIA 


CANADA 


SOURCE: Statistics Canada. 
(F) Forecast by CMHC. 
* Includes both house and land components. 
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Total Residential Sales 
(units and annual per cent change) 


— | 1992 1993 1994 1995 1996 1997) 1998") 
1829 1867 1873 1655 2005 2025 2150 
Ex: al 0.3 -11.6 21.1 1.0 6.2 
604 654 599 476 750 625 600 
-20.9 8.3 -8.4 -20.5 57.6 467 -4.0 
6958 7180 7140 7019 8372 7500 7000 
19.7 a2 -0.6 Al 19.3 -10.4 6.7 
3550 3483 3339 3496 4023 4150 4250 

8.9 -1.9 4.1 4.7 15.1 3.2 2.4 
31946 31875 33575 29824 37863 39000 40000 
14.1 0.2 5.3 Tee: 27.0 3.0 2.6 
115260 107575 116005 105789 138859 144000 142000 
9.0 -6.7 7.8 -8.8 31.3 a7 1.4 
11383 10546 10825 9749 10965 11050 10600 
19.6 7.4 2.6 9.9 12.5 0.8 4.1 
7829 7375 7459 7349 8689 8175 7640 
20.4 -5.8 i -1.5 18.2 -5.9 6.5 
38545 37024 32512 29098 37482 40500 40000 
2 3.9 2159 -10.5 28.8 8.1 ai2 
93564 80919 75270 58082 72182 76500 80000 
10.7 Bis -7.0 2058 24.3 6.0 4.6 
311468 288498 288597 252537 321190 *333500 *334200 
LL.1 7.4 0.0 SYS 27.2 3.8 0.2 


Average Residential Price 
(dollars and annual per cent change) 


92137 
1.4 
75570 
6.4 
87685 
1.4 
82478 
2.0 
102311 
-0.5 
161364 
-5.7 
80686 
0.3 
68406 
1.0 
113558 
19 
189999 
12.9 
149590 
1.8 


91243 
-1.0 
72422 
-4.2 
88965 
ie) 
84951 
3.0 
102447 
0.1 
156403 
-3.1 
81748 
1s 
70698 
3.4 
117085 
3:1 
ZLL9972 
11.6 
152914 
Dae 


SOURCE: The Canadian Real Estate Association. 


(F) Forecast by CMHC. 
* Total does not add due to rounding. 
** Excludes Yukon and Northwest Territories. 


91697 
0.5 
78753 
8.7 
91109 
2.4 
84149 
-0.9 
102242 
-0.2 
160033 
pig) 
83761 
aD 
T2138 
Zo 
i386 
0.2 
229514 
8.3 
158309 
Che) 


89525 
-2.4 
73803 
-6.3 
89788 
-1.4 
83993 
-0.2 
98837 
-3.3 
154536 
-3.4 
81897 
-2.2 
73796 
|e: 
114772 
-2.2 
221860 
-3.3 
150352 
-5.0 


93661 
4.6 
83922 
i ev 
93444 
4.1 
84198 
OZ 
98980 
0.1 
155576 
0.7 
85318 
4.2 
77478 
5.0 
117673 
pe 
218687 
-1.4 
151086 
0.5 


1997) 
93500 
=-0.2 
80000 
-4.7 
96300 
34 
85600 
‘ea 
102000 
Bit 
159000 
2 
87000 
2.0 
79600 
oa] 
122500 
4.1 
207000 
5.5 


*151700 


0.4 


1998) 
94000 
0.5 
78500 
-1.9 
98300 
Za 
86500 
Est 
103000 
1.0 
162500 
ne 
88000 
hed 
80000 
0.5 
129000 
3:3 
212000 
2.4 
*156100 
pa) 
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Vacancy Rate 


Apartment Structures of Three Units & Over 
Privately Initiated, by Metropolitan Area 
(per cent) 


*Number of 
Units 1997(F)| 1998 (F) 


CALGARY 54576 
CHICOUTIMI- 

JONQUIERE 8213 
EDMONTON 74449 
HALIFAX 32946 
HAMILTON 46356 
KITCHENER 29550 
LONDON 42944 
MONTREAL 453206 
OSHAWA 12448 
OTTAWA 69811 
HULL 18586 
QUEBEC CITY 72462 
REGINA 12929 
ST. CATHARINES- 

NIAGARA 17724 
SAINT JOHN 7646 
ST. JOHN’S 4964 
SASKATOON 18721 
SHERBROOKE 23541 
SUDBURY 11948 
THUNDER BAY 5493 
TORONTO 305889 
TROIS-RIVIERES 16114 
VANCOUVER 110600 
VICTORIA 25200 
WINDSOR 15332 
WINNIPEG 55964 


CANADA** 1547634 


SOURCE: CMHC. 
(F) Forecast . 
* Total number of units in October 1996. 
** Weighted average of Metropolitan areas surveyed. 
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Labour Markets 


Employment 
(annual per cent change) 


1993 1994 1995 1996 1997) 1998(F) 


Unemployment Rate 
(per cent) 


1994 1995 1996 1997) 1998) 


SOURCE: Statistics Canada. 
(F) Forecast by CMHC. 
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Demographics 


Total Net Migration* 
(number of persons) 


-3465 
778 
569 
-393 
30165 
76221 
-1319 
-3104 
8890 
76251 


221018 184593 


SOURCE: Statistics Canada. 
(E) Estimate by CMHC. 
(F) Forecast by CMHC. 


136691 


-6027 
803 
Zo22 
-195 
18450 
114315 
945 
167 
18342 
77800 


21122 


198397 


* Sum of the interprovincial migration, international migration, non-permanent residents and returning Canadians. 


** Excludes Yukon and Northwest Territcries. 


38 NATIONAL HOUSING OUTLOOK — FIRST QUARTER 1997 


-6500 
420 
1700 
100 
21000 
101500 
1250 
-25 
26000 
61500 


206945 


-4500 
475 
2400 
325) 
25000 
104000 
1200 
-300 
27500 
58500 


214600 


ajor Housing Indicators 


pasonally adjusted at annual rates 
evels and quarterly percentage change) 


95:Q2 95:Q3 95:Q4 96:Q1 96:93 


New housing 
suilding permits, units, thousands 
% 


iousing starts, total, thousands 
% 

lousing starts, singles, thousands 

I, 

0 

lousing starts, multiples, thousands 
% 


lousing completions, total, thousands 
% 


lew house price index, 1986=100 
% 


xisting housing 


{LS resales, units, thousands 
% 


ILS average resale price, $C thousands 
% 


lortgage market 


fortgages outstanding, $C billions 
% 


lortgage approvals, $C billions 


% 


year mortgage rate, per cent* 
‘year mortgage rate, per cent* 


esidential investment** 


otal, $1986 billions 
% 
ew, $1986 billions 
% 
Iterations, $1986 billions 
% 
ransfer costs, $1986 billions 
% 


eflator, 1986=100 


% 


CES: CMHC. Statistics Canada, Bank of Canada, The Canadian Real Estate Association. 

Figures not available. 

All indicators are seasonally adjusted except 1- and 5-year mortgage rates. 

Residential investment includes outlays for new permanent housing, conversion costs, the cost of alterations and improvements, supplementary costs, and transfer costs. 


NATIONAL HOUSING OUTLOOK — FIRST QUARTER 1997 39 


ARE CANADA’S HOUSING MARKETS 
PERFORMING AS FORECAST? 


CMHC’s Market Analysis Centre now offers you instant access to 
monthly new residential construction information through a FAX/Mail 
service. With it, you can keep track of the forecasts published in 
Canadian Housing Markets. 


CMHC’s FAX/Mail Service for Statistical Tables gives you housing data 
from CMHC’s Housing Market Information System as soon as it is released 
to the media. See how we can meet your statistical information needs. 

Call 1-613-748-2550. 


KEEP UP-TO-DATE ON THE ACTION IN ALL OF 
CANADA’S MARKETS! 


Housing Information Monthly is based on three national surveys 
conducted by CMHC — Starts and Completions, Market Absorption, and 
Rental Market. It features more than 90 detailed statistical tables on starts, 
completions, sales, prices, and rental market activity for over 100 local 
markets. 


Canadian Housing Statistics has been the definitive source book of 
housing activity in Canada for more than a generation. Released annually, 
it provides over 100 statistical tables on market conditions, housing supply 
and demand, and house-building and mortgage-lending activity. 

Monthly Housing Statistics is a monthly update. 


SUBSCRIBE TO CMHC’S STATISTICAL PRODUCTS... 
IT’S LIKE HAVING YOUR OWN MARKET CONSULTANT 


To subscribe to publications or to order CMHC’s national FAX/Mail 
service, in Canada cail 1-800-668-2642, or fax 1-800-463-3853. 
International orders, call 613-748-2016. We accept VISA, MasterCard and 
American Express cards. CMHC local offices offer a number of 
complementary products. 


Coming soon ! 


THE SOFTWARE BRIDGETO BRING YOU HOME * 


Canada Mortgage and Housing Corporation (CMHC) will be launching an exciting new 
software product in April 1997 called AffordAbility. 


The Windows-based, PC-compatible program is a tool that allows consumers to 
analyse a number of home-purchase, mortgage-renewal and renovation-loan scenarios 
in a user-friendly and relaxed environment. 


Six main functions of AffordA bility 


> Personal Financial Situation — helps identify your financial position 
before and after a home purchase, mortgage renewal or renovation loan 


+» AffordAbility — calculates the price you can afford, the income you 
need to qualify, and how much mortgage your rent will carry — all using 
new lending criteria now being used by lenders across Canada. 


» RenewAbility — simulates all your options for mortgage renewal 
+» RenoAblity — calculates the renovation loan you can afford 
> Amortization — provides easy-to-understand amortization tables 


» Closing Costs — helps plan for all the expenses you will incur on 
closing 


The program helps consumers understand the implications of different financing and 
amortization options before they are faced with the real decision. Lenders, realtors, 
builders and renovators can use the program to attract customers and build long-term 
relationships. Distribution arrangements are also available from CMHC. 


lf you would like to be one of the first to receive AffordAbility at the introductory price of $29.95, (plus 
taxes and shipping), call 1-800-668-2642 or fax your order to 1-800-254-9277. For information on how 
your company can become a distributor of the program, call Greg Goy, of CMHC’s Market Analysis 
Centre, at 613-748-2582 
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For further national information call the Market Analysis Centre: 


Gilles Proulx 

Ali Manouchehri 
Michel Laurence 
Gary MacDonald 
Louis Trottier 
Greg Goy 


— Director and Chief Economist 

— Senior Economist, Capital Markets 
— Senior Economist, Housing Analysis 
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CMHC Market Analysis national publications include: 


e National Housing Outlook (quarterly) — $66 annual subscription* 
Each fourth quarter issue will include a special renovation markets supplement 


e Canadian Housing Markets (quarterly) — $44 annual subscription* 


e Mortgage Market Trends (quarterly) — $44 annual subscription* 


CMHC Statistical Services and Publications include: 


(613) 748-2574 
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1-613-748-2016, or mail your order form to CMHC, P.O. Box 35005, Stn Brm B, Toronto, ON M7Y 6E5. 


To receive your subscription over the Internet, contact the Canadian Housing Markets Online Service (CHMOS) at 
1-888-246-6763 or visit our “House Page” at http://www.chmos-sd-mloc.ceds.com. CMHC Statistical publications are not 


available on CHMOS. 


Please contact the market analyst in the CMHC branch nearest you or the Market Analysis Centre directly for information 


on CMHC’s local reports listed below: 


e Housing Market Outlooks for all major metropolitan areas (semi-annual and three times/year in some areas) 


e¢ Rental Market Survey Reports for all major metropolitan areas (annual) 


@ Local Market Housing Reports (monthly/quarterly) 
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Low mortgage rates 
bolstered housing 
early in 1997 

The pace of new home construction 
reached a three-year high in the first 
quarter of 1997. A surge in 
single-detached housing starts and 
mounting multiple starts lifted the 
first quarter pace to 155,200 units, 
seasonally adjusted at an annual rate 
(SAAR). Starts of single-detached 
units rose 29.3 per cent over the 
previous quarter and multiple units 
rose 5.1 per cent. 

Favourable economic and housing 
market conditions improved the pace 
of new home building. The 
single-detached segment benefited 
most from affordable house prices and 
mortgage rates near 30-year lows. The 
multiples segment gained relatively 
less because of uneven job creation 
and an already large supply of vacant 
housing units, new and existing, in 
some key urban centres. 


tarts move up... 

. » While resales remain hot 
lousing Starts and Residential MLS* 
ales - Canada 


nousands of units, SAAR) 
00 
50 
00 


50 


00 


50 


00 


Housing starts MLS Sales 


BES enn 
OURCES: CMHC; Canadian Real Estate Association. 
Multiple Listing Service (MLS) is a registered 


etification mark owned by the Canadian Real Estate 
ssociation. 


The strong resale market of late 
1996 continued into the first quarter 
of this year. The trend in sales volume 
peaked, however, with rising 
mortgage rates and hesitant 
employment gains. A shortage of 
listings in some key urban centres, 
such as Calgary and Toronto, also 
limited sale volumes. The first quarter 
pace of 356,000 transactions is 8.1 per 
cent below the fourth quarter 1996 
figure. The ratio of sales to new 
listings improved markedly and 
average MLS prices rose 0.5 per cent 
over the same period. 

Strengthening prices on the resale 
market were matched by firmer prices 
in the new home market. New home 
prices increased by 0.7 per cent more 
in the first three months of 1997 than 
in the last three of 1996, according to 
the New House Price Index. While 
prices have turned the corner, these 
remain below year-ago levels. 

First quarter indicators of future 
home building activity continued to 
be promising. On the demand side, 
employment firmed up, resale 
volumes remained at high levels, and 
mortgage carrying costs were still 
very attractive. On the supply side, 
pricing finally turned up, and 
inventories of newly completed and 
unoccupied single-detached units 
were low. 


1997-98 Outlook 


From recovery to 
expansion 

A number of signals in the economy 
indicate that prospects are set to turn 
up as business investment strengthens, 
consumer spending reawakens, and 
exports remain in high gear. Although 
cutbacks in the public sector will 
remain a source of drag, economic 
growth above the 3 per cent mark in 
both 1997 and 1998 will still create 
more than 230,000 new jobs this year 
and 265,000 next year. 
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Mortgage rates remain 
favourable 


(in %) 


1-Year 3-Year 5-Year 


SOURCE: Bank of Canada; 1997-98 CMHC forecast 


The high likelihood of steady 
growth in economic output at home, 
combined with a weaker Canadian 
dollar, will align Canadian interest 
rates closer to future U.S. rate 
changes. Interest rates are expected to 
edge up further in 1997, but to 
remain low by recent standards. A 
fall-off in U.S. rates to compensate 
for reduced economic activity will be 
matched in Canada next year. 
Accordingly, one-year mortgage 
rates, now at 5.40 per cent, are 
expected to inch up to 5.75-6.00 per 
cent by year end before declining to 
5.50-5.75 per cent in 1998. The 
five-year rate will be around 
7.75-8.00 per cent by year end and 
will decline to 7.50-7.75 per cent by 
late 1998. 


Housing market still 
on track 


Housing starts are expected to rise to 
150,800 units this year and 159,200 
in 1998. The single-detached market 
will account for most of the gains, 


but the advance will also include a 
rebound in multiple unit construction. 
Recent increases in mortgage rates 
will tone down the pace of housing 
starts over the next few months, yet 
greater job creation in the interim 
should increase starts by the end of 
the year. 


Job creation on the rise 
Job creation — Canada 


(thousands of persons) 
300 — 


94 95 


SOURCE: Statistics Canada. 


1997-98 CMHC Forecast. 


Several housing market conditions 
will dampen the magnitude of gains. 
First is the house pricing 
environment. With B.C. house prices 
still declining, and meagre new home 
price gains in other provinces, builder 
margins are unlikely to encourage 
much more house production. Second, 
high rental vacancy rates will limit 
new construction of rental properties. 
Third, conversion of unprofitable 
rental units will hurt new 
condominium development in certain 
urban centres. Finally, several local 
factors, such as the introduction of the 
harmonized sales tax, could dampen 
near term prospects in certain 
provinces. 

The total number of transactions 
on the existing homes market will be 
the highest ever, reaching 342,700 in 
1997. The hot sales pace early in the 
year is expected to slow as higher 


mortgage rates and house prices kick 
in. The 1998 total will decline, but by 
less than 1.0 per cent. The adverse 
impact of higher average sales prices 
is expected to more than compensate 
for a drop in mortgage rates. 

Strong demand combined with a 
reduction in the supply of listings will 
lead to an increase in average resale 
house prices this year. Although 
supply and demand in the existing 
home market will be closer to 
balance, there will be seller’s markets 
in some of the stronger urban centers. 
In 1997, the average price for MLS 
transactions is forecast to outpace 
inflation in most provinces, by as 
much as 6.7 per cent in Ontario. In 
B.C., continuing market correction 
and a shift in market activity toward 
less expensive units will pull the 
average price down by 3.1 per cent. 
Price gains will be more widespread 
in 1998, with the average price 
increasing close to 2.5 per cent. Price 
changes on the existing homes market 
will feed through to the new homes 
market. 

Some of the growth in average 
resale prices will be the result of 
modest shifts to more expensive 
move-up home purchases. 
Nonetheless, first-time buyers are 
expected to remain dominant through 
LOO Je 

The market for single-detached 
homes is expected to grow in 1997 
and 1998. To a large extent, the 
increase will reflect spillover from the 
strong existing homes market, 
especially where demand will exceed 
available quality listings. Low 
mortgage carrying costs and much 
leaner inventories will further 
reinforce single-detached 
construction. Single starts are forecast 
to rise 21.4 per cent to 94,700 units 
this year, with a further advance to 
98,700 units in 1998. 

Multiple starts will increase 20.3 
per cent in 1997 and another 7.7 per 
cent in 1998, but construction will 
still remain below the 1994 level. 
Multiple-family home construction 
will move up as more job creation 
encourages formation of new 
households and nudges vacancy rates 
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Housing starts back above the 
150,000 mark 
Housing starts by type — Canada 


(thousands of units) 
200 | 


150 + 


SOF} 


94 95 96 97 98 
| Singles 4 Multiples 


SOURCE: CMHC. 
1997-98 Forecast. 


down. The rental market will remain 
difficult, however, as many renters 
move to cost-competitive ownership 
homes. Condominium and townhome 
activity will rise accordingly, 
especially in metropolitan areas 
where inventories are already tight. 


Alberta and Ontario 
will lead the way 


Regionally, Alberta is forecast to 
enjoy the most significant gain in new 
construction bolstered by the strength 
of its resource and manufacturing 
economy. Ontario will also enjoy a 
large increase in residential 
construction, as inventories of 
unoccupied units remain low and 
momentum picks up in its economy. 
Double-digit percentage increases are 
expected in the construction of 
single-detached units in those two 
provinces this year. Construction wil 
rise in British Columbia, although the 
supply of unoccupied multiple units 
remains high. In the Quebec market, 
activity is expected to improve but 
slow demand will keep construction 
below the 30,000 mark.@ 


Housing Starts: A Longer-Range View 


\ first: Long-range demand forecasts for housing starts based on household growth, 
10t economics. For 1997-2001: an average of 165-175 thousand units per year. 


{ousing starts are a key statistic for 
he housing industry, and accurate 
orecasts of starts are important for 
uilders, materials suppliers, and 
ommunity planners. Yet most 
orecasts which look more than two 
ears ahead are based more on 
aacroeconomic projections than on 
ow demographics and housing 
aarkets are likely to affect 
equirements for new dwellings. This 
tticle is based on household growth 
rojections at the provincial level, 
vith an allowance for such factors as 
emolitions and vacancies. 


iow many starts? 


he first stage in forecasting the 
yng-range demand for housing starts 
; to estimate the average number of 
tarts which might be required each 
ear. The calculation can be done in 
our steps. 


. The largest component of demand 
is household growth. CMHC’s 
newly released Long Term 
Housing Outlook! estimates annual 
average household growth by 
various categories for five-year 
periods. 


Total Starts: Highs and Lows 


(as a % of five-year averages) 


2. There must also be starts to replace 
demolished, abandoned or 
converted housing units. Statistics 
Canada’s database on housing 
stock suggests that Canada 
requires about 8,000 units per year 
to offset these losses. Since the 
number of multiples demolished 
roughly equal the number of 
multiples created via conversion, 
these 8,000 units can be assumed 
to be singles. 


3. The vacancy rate must also be 
maintained. While there are local 
fluctuations due to supply and 
demand conditions, the overall 
vacancy rate (including both 
owned and rented units) doesn’t 
change very much. In recent years, 
the vacancy rate has been about 
1.0 per cent (of the stock) for 
single units and 3.0 per cent (of the 
stock) for multiple units. 
Therefore, an additional 1.0 per 
cent (of singles built) and 3.0 per 
cent (of multiples built) must be 
constructed to maintain vacancy 
rates in the housing market. 


4. Finally, the number of units started 
does not equal the number 
completed, and while we are 
measuring starts, demand is met by 


140 a 


i20--;-— 


100 - 


1972-76 
SOURCE: CMHC 


LO eOn 
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1987-91 1992-96 
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completions. Recent completion 
rates for Canada have been slightly 
under 100 per cent for both singles 
and multiples. 


Correspondence 
between starts and 
household growth 


The second stage is to evaluate how 
closely annual starts must follow the 
estimated level of demand. Variations 
in market factors such as vacancy 
rates, and the time lag between when 
units are started and completed, 
accommodate differences between 
starts and demand. 

Between 1971 and 1991, starts 
exceeded household growth by an 
average of just over 6,300. The gap 
would have been wider, but vacancy 
rates declined during much of that 
period, and existing units could 
therefore handle more households. 
However, this trend is unlikely to 
continue as vacancy rates are now 
relatively low. A different pattern of 
vacancy rates could make these 
historical assumptions less useful for 
predicting demand.” 


Annual variations in 
starts 

The final stage is to relate five-year 
averages to annual housing starts. 
Average household growth is 
projected as annual averages for 
five-year periods, and the other 
parameters discussed above are also 
averages. But if we project starts as 
an average over a five-year period, 
how much can annual starts be 


1 The Long Term Housing Outlook: Household Growth 
in Canada and the Provinces, 1991-2016. CMHC, 
Ottawa, 1997. This report includes a chapter on the 
implications of household growth for housing starts. 


2 Our starting point is the Western Medium Scenario 
from that report, which features average annual 
household growth of 160,800 over the next five years. 


3 A decrease of only 0.1 percentage point in the 
vacancy rate would result in a need for about 11,000 
fewer units. 


expected to vary from the average? 
As shown in the diagram, total starts 
in the high and low years can be as 
much as 20 per cent above or below 
the average. (There is more variation 
in single or multiple starts alone, or in 
individual provinces. ) 


Conclusions 


Detailed results of the calculations 
are shown in the table. From the 
points discussed above, we can draw 
several conclusions. 


@ The average number of housing 
starts in Canada over the five year 
period 1997-2001 will exceed 
household growth by a small 
margin, perhaps in the range of 
4,000 to 14,000 units per year. 

@ In individual years, starts may be as 
much as 20 per cent above or below 
the average. 

® We can generally expect more 
variability between provinces and 
in individual provinces. 
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CMHC ras SCHL 


Helping to house Canadians 


depending on economic conditions. 
From today’s perspective, an average 
of 165,000 starts per year may be 
more reasonable. 


This analysis suggests a strong 
housing market over the next five 
years. However, the potential 171,600 
starts may or may not be reached, 


Annual Average Housing Starts —1997-2001 (Projected) 
Low Average High 


(-20%) __ (+20%) 
Canada 137,291 171,614 205,936 
Newfoundland 1,907 2,383 2,860 
Prince Edward Island 760 950 1,140 
Nova Scotia 3,683 4,604 5,52 
New Brunswick 2,859 3,574 4,288 
Quebec 27,496 34,370 41,244 
Ontario 50,540 635175 75,809 
Manitoba 2,047 2,500 3,070 
Saskatchewan 1,099 133738 1,648 
Alberta 15,839 19,798 23,/5¢ 
British Columbia 30,212 871/65 45,318 
Yukon 291 363 436 
Northwest Territories 544 679 815 


Source: CMHC 
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comprehensive 


TRUCTIO ON easy-to-use reference for 
“woot! frame house construction 


just got better: 


- Completely revised with over 300 pages covering 


erything | m excavation to the finishing touches 


Reflects the current National Building Code 
Imperial and metric measurements 
Healthy Housing tips 

Planning Ahead and Checking Back Notes 
Lay-flat spiral binding 


Order Canadian Wood-Frame House Construction now and find 


- out why it's the.on-site reference manual of choice for builders. 


1-800-668-2642 Coen ie 


4 NATIONAL HOUSING OUTLOOK — SECOND QUARTER 1997 


PROVINCIAL HOUSING OUTLOOKS 


ousing Starts 
tlantic Region 


its) 


00 a 


’ 


Oe AP Una 
| tag 


ea 


ep, icin, | apple 
, | ttt PT a i D5? ee 


94 95 96 97 98 


NEEDLIN:S. SPIEIS -UN:B: 


OOP 11) — 


URCE: CMHC. 
17-98 Forecast. 


Newfoundland 


Existing home sales reach 
new high 


Strowth in housing demand 
hroughout the province was broad 
yased in early 1997, as new and 
*xisting home sales in the first quarter 
were both higher than a year earlier. 
[he existing homes market was the 
strongest, with record affordability 
ind an abundant supply of homes for 
ale resulting in record MLS sales. 
(he higher cost of new housing 
esulting from the harmonized sales 
ax (HST) will improve the 
ompetitive position of existing 
lomes this year and should provide 
\dditional support to the resale 
narket. While the record-setting pace 
Mf the first quarter will not be 
naintained, MLS sales are expected 
0 reach 2,150 units this year, the 
ighest level since 1988. Strong 
lemand combined with a gradual 
eduction in the supply of quality 


listings will lead to a modest increase 
in average MLS house price to 
$94,500 this year. 

Residential construction in the first 
quarter was stimulated by the efforts 
of builders and buyers to beat the 
introduction of the HST before it 
came into effect on April 1. The 
active resale market also served to 
stimulate construction activity in 
urban centres, where housing starts 
jumped 60 per cent from a year 
earlier. This strong performance 
helped to offset reduced activity in 
rural areas, where housing starts have 
been trending downwards throughout 
the 1990s. Increased costs associated 
with the HST and continued high 
levels of out-migration from rural 
areas will dampen new home 
construction activity for the 
remainder of the year, with housing 
starts forecast to decline to 1,900 
units. 

Newfoundland is expected to lead 
the country in economic growth in 
1998, as Hibernia production comes 
on stream and development work 
begins on the Terra Nova and 
Voisey’s Bay projects. Improved 
economic conditions next year will 
firm up the labour market and reduce 
out-migration, setting the stage for a 
more widespread recovery in housing 
demand. Housing starts are expected 
to reach 2,100 units in 1998, while 
MLS sales will rise further to 2,275 
units. 


Prince Edward Isiand 


Confederation Bridge will 
lift housing 

The strong resale market of late 1996 
continued into the first quarter of this 
year. Unfortunately, with lower 
employment levels and slight 
increases in mortgage rates, that trend 
has peaked, and a downward shift is 
forecast. Sales are expected to drop 
by 10 per cent and still end with the 
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second best performance so far in this 
decade. 

New construction activity has not 
been robust during the early part of 
the year, with urban and rural areas 
alike extremely slow. This has led to 
a reduced forecast for single-detached 
home building in 1997. Benefits from 
the construction phase of 
Confederation Bridge will end, and 
benefits from the structure will begin. 
As a result, employment can be 
expected to rebound next year and the 
housing industry will tag along. 


Nova Scotia 


Mixed signals for housing 
this year 

Responding to a combination of 
major pressures, the housing market 
roared into action in Nova Scotia in 
the new year and recorded high levels 
of both starts and resales. However, 
the huge increases in housing activity 
only reflected a change in the pattern 
of seasonal activity and the timing of 
purchases, and not an overall increase 
in home buying. 

Besides the threat of rising 
mortgage rates, the PST rebate on 
construction materials for first-time 
buyers ended just as the HST began 
on April 1. These factors motivated 
first-time buyers to make their 
purchases early in the year, which is 
expected to mean less action for the 
industry later. 

The economy is showing some 
positive signs, but the overall picture 
is mixed. Small businesses in the 
Atlantic region are creating jobs, 
notably in the small but vibrant 
computer software industry, and 
positive job creation is expected 
during the next two years. 
International in-migration is 
increasing slowly but steadily. Car 
sales and retail sales are also showing 
significant increases. However, 
housing resale volumes do not 
indicate a wholesale rise in the 


housing market. A lack of first-time 
buyers for the next year or two will 
counterbalance first-quarter housing 
strength, and the forecast stays the 
same. 

A housing boom is unlikely, with 
layoffs still expected throughout the 
provincial economy, changes to 
financial incentives for first-time 
buyers, and increasing mortgage 
rates. In addition, prosperity is 
unevenly distributed across the 
province. The Halifax Region enjoys 
one of the lowest unemployment rates 
in Canada, while the significantly 
high unemployment levels (27 per 
cent) in the Cape Breton region are 
rising. This trend, with some parts of 
the province performing well and 
others in crisis, is expected to 
continue. 


New Brunswick 


Housing markets stable in 
1997 


Even the best-performing provincial 
economy in the Atlantic region will 
not support an expansion in housing 
this year. Rising mortgage rates, the 
new harmonized sales tax (HST), and 
early-season job loses have set back 
prospects for improvement this year. 

After experiencing upbeat 
conditions during January and 
February, builders and realtors had 
difficulty keeping their order books 
full in March. Potential home buyers, 
faced with the double whammy of 
rising mortgage rates and the added 
costs of the HST, are thinking twice 
before committing to the purchase of 
a house. The day-to-day impact of the 
HST will not be completely clear 
until at least summer, and that will be 
late for the housing market. 

After rebounding last year from a 
record low in 1995, the new homes 
market will lose some ground this 
year. The $1500 HST rebate program 
announced in March is welcome news 
for those considering smaller 
manufactured homes, but it will likely 
not be enough to maintain momentum 
in the move-up market. The existing 
market will experience a slow spring 


season, but sales should climb to the 
3,800 mark by year end. Both new 
and existing markets in all centres 
will post modest improvements in 
19S: 


Quebec 


Housing market to 
perform well in 1997-98 


In the first quarter of 1997, residential 
construction maintained a good pace 
of 25,500 units, seasonally adjusted at 
an annual rate (SAAR). The 
construction sector increase over the 
first quarter of 1996 was 22 per cent 
in single-detached homes and 21 per 
cent in other housing types (mainly 
semi-detached, row houses and 
condominium apartments). Low 
interest rates at the beginning of the 
year prompted many to buy a new 
home. 

In contrast to 1996, there was more 
residential construction in the large 
urban centres (which were up 53 per 
cent) than in the smaller rural 
municipalities (down by 40 per cent). 
Certain large urban centres, like 
Montréal, have strengthened as a 
result of more affordable residential 
developments and tax rebates for new 
housing. 

The rising trend in existing home 
sales was maintained, but gains were 
more moderate than last year when 
pent-up demand was more of a factor. 
The number of MLS transactions rose 
by 22 per cent in the first quarter. 

Residential construction will post 
further increases of 14.1 per cent in 
1997 (26,500 units) and 3.8 per cent 
in 1998 (27,500 units). Although 
higher interest rates could slow the 
pace on the new home market, this 
segment will remain more robust this 
year as the real estate market 
continues to respond favourably to an 
economic environment conducive to 
job creation. This is especially the 
case in the greater Montréal 
metropolitan area, which has been 
slow to join the economic recovery of 
the last few years. 

Strengthening of the resale market 
will allow for a rise in home prices, of 
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Housing Starts 
Quebec and Ontario 


(units) 
70,000 — 


1994 95 96 / 


Quebec Ontario 


SOURCE: CMHC. 
1997-98 Forecast. 


3.1 per cent in 1997 and 1.0 per cent 
in 1998. The decline in rental housing 
vacancy rates (expected to average 
5.7 per cent in October 1997) will 
also favour transactions involving 
income-producing properties. Overall, 
the residential real estate market is 
expected to again expand gradually. 


Ontario 


Residential construction 
shifts into high gear 


First quarter 1997 housing starts rose 
20 per cent from the fourth quarter of 
1996 to their highest level in almost 
five years. A surge in single home 
starts and mounting multiple home 
starts pushed the total to 55,900 
SAAR. 

Resale markets are active. 
Mortgage carrying costs on an 
average-priced resale home edged up 
only slightly from a low at the end of 
last year. Resales at the beginning of 
1997 did not slow down as much as 
seasonal factors suggested they 
should. Prices firmed up. 

The fundamentals are in place for 
continued strong growth. On the 
supply side, modest inventories of 


unsold new homes are unlikely to 
hamper construction. Jobs, low 
interest rates and migration will lift 
housing demand. 

Jobs see-sawed for half a year, but 
will grow faster as economic recovery 
shifts to economic expansion. Slightly 
higher, but still relatively low interest 
rates will provide a monetary boost 
for businesses and consumers alike. 
Manufacturing industries, reporting 
rising orders and order backlogs, 
expect higher production. 

_ Net migration to Ontario plunged 
by a third in 1996. Stronger labour 
market conditions in western Canada 
pushed many Ontarians to move 
there. Large numbers of 
non-permanent residents also left the 
province. As job markets pick up in 
1997 and 1998, fewer people will 
move away. Immigration from 
outside Canada will remain high and 
the resulting net population inflow 
will be stronger. 

The current combination of a 
moderating resale home supply and 
increased demand has caused new 
home prices to rise in most of 
Ontario’s major centres. Price growth 
sets the stage for stepped up home 
onstruction. Total home starts will 
jump almost 35 per cent to 58,000 in 
1997 and to 60,000 in 1998. Single 
starts will rise the most, especially as 
>onsumer confidence improves in the 
‘irst half of this year. Multiple-family 
10me construction will also move up 
as jobs encourage uncoupling of 
10useholds and nudge vacancy rates 
Jown. Renters in search of 
Sost-competitive ownership homes 
will increase demand for townhomes 
ind condominiums. 

Prospects of slight mortgage rate 
likes will likely spur already strong 
10me buying in the near term. 
Mortgage carrying costs will remain 
iffordable and, combined with job 
Zrowth, will lift home resales this 
year — even higher than last year’s 
ecord. Lower, but still very high, 
esale numbers are anticipated in 
1998. Resale home prices are 
inticipated to outpace inflation in 
1997. Some of the growth in the 
iverage resale home price will be the 


result of modest shifts to more 
expensive move-up home purchases. 


Manitoba 


Housing markets remain 
on upswing in 1997 
Manitoba’s economy is finally firing 
on all cylinders, and both new and 
resale markets are showing improved 
results. Strong fourth quarter gains in 
home construction carried into the 
first quarter in Winnipeg, while poor 
building conditions resulted in some 
weakness in rural areas. Resale 
demand also remained brisk, although 
average prices dropped because of 
more sales at the low end of the 
market. Housing markets in most 
communities are poised for a better 
year, although record flooding will 
delay activity in the Red River valley. 
Job creation has picked up since the 
fall, and consumers have boosted 
their spending on big-ticket items. In 
1998, Winnipeg’s economy will feel 
the full effects of non-residential 
spending associated with the 1999 
American games. 

For only the second time in this 
decade, new single-detached housing 
activity will exceed 2,000 this year. A 
growing economy and improved 
consumer optimism will more than 
offset the recent upswing in mortgage 
rates, and demand will remain strong 
this year and next, though more 
moderately in 1998. Multiple starts 
will remain on the upswing despite 
higher apartment vacancies in 
Winnipeg last year, with most of the 
action in seniors’ life-lease 
apartments and condominiums 
targeting the move-down buyer. 
Resales this year will approach the 
1992 record high, but will drop off 
next year as rising prices and higher 
mortgage rates reduce affordability. 


Housing Starts 
Manitoba and Saskatchewan 
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Manitoba Saskatchewan 


SOURCE: CMHC. 
1997-98 Forecast. 


Saskatchewan 


Economy on track: short 
supply drives up prices 
and rents 


Growth in mining, oil and gas, and 
agriculture in 1996 is beginning to 
pay off in jobs in Saskatchewan’s 
other industrial sectors (utilities, 
construction, transportation, 
communication and storage), and 
steady gains are expected to support 
our forecast of modest but healthy 
economic expansion in Saskatchewan 
this year. 

Regionally, the northern half of the 
province will fare better than the 
south, bolstered by more diversified 
agricultural activity, manufacturing 
and natural resources. Government 
restraint will continue to limit 
economic activity in the southern 
portion of the province. However, 
there is some optimism that the 
provincial budget surplus may pay off 
this year with selected new 
government spending initiatives. 

There is a scarcity of moderately 
priced resale homes in Saskatchewan 
and steady demand. Latest figures 
from the Saskatchewan Real Estate 
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Board indicate new listings are down 
almost 13 per cent. Rising average 
rents are contributing to healthy 
demand for both resale and new 
homes. Home buyers, especially those 
looking for their first home, are 
finding that the average price of 
existing homes is rising and they are 
considering new homes. The average 
price of an existing home is almost 
9.0 per cent higher than at the same 
time last year. 

This is changing the face of the 
new home market, which was 
previously dominated by move-up 
buyers. The average price of a new 
home was down almost 8.0 per cent 
in Regina and 3.0 per cent lower in 
Saskatoon at the end of 1996, 
reflecting an effort by builders to 
target home buyers frustrated with the 
scarcity of existing housing. As 
expected, new multiple construction 
has slowed as builders emphasize 
marketing of their inventory rather 
than more construction. Urban 
Saskatchewan multiple construction 
is down almost 60 per cent from the 
same time in 1996. 


Aiberta 


Alberta’s hot housing 
market breaks records 


Alberta’s housing market turned in a 
record-breaking performance in the 
first quarter, as residential 
construction increased 75 per cent 
over the same period in 1996. The 
increase was led by Calgary, which 
accounted for 60 per cent of housing 
starts in the province. Starts in rural 
centres also showed strength, posting 
an 87 per cent increase. The 2.1 per 
cent increase in MLS volumes 
resulted in one of the best first 
quarters on record. Sellers market 
conditions in some centres are 
exerting upward pressure on prices in 
the resale market. A shortage of 
tradespeople, rising material costs, 
and low inventories resulted in higher 
prices. 

The housing boom across the 
province is driven by strong 


economic growth and in-migration. 
Since our last forecast, several large 
petrochemical, heavy oil, and forestry 
projects have been announced. 
Drilling is expected to remain strong 
over the balance of 1997, surpassing 
even !1996’s banner performance. 
Over the forecast period, economic 
growth will create significant 
employment opportunities, which will 
attract people from other provinces. 
In the second half of 1996, close to 
10,000 people moved to Alberta from 
other parts of the country — the 


strongest six-month period since 1982. 


Housing starts will reach 22,000 
units in 1997 and 24,600 units in 
1998. MLS sales will decline slightly 
as low inventories discourage some 
buyers. Vacancy rates in urban 
centres will decline, and the supply of 
rental units in rural centres will be 
extremely tight. With the surge in 
industrial construction, builders will 
find it more difficult and more 
expensive to hire tradespeople. 


British Columbia 


Home construction on the 
rise 

Now that provincial resale housing 
markets have established a sustained 
pattern of revival, it looks as if 
housing starts too are poised to make 
a moderate recovery this year. In the 
face of expected decreases in 
migration into the province, increased 
construction activity will be 
stimulated by a continuation of low 
mortgage rates and a slow but steady 
growth in employment. Consumer 
confidence will also play a major 
role: consumer willingness to make 
major purchases has risen to its 
highest level in 10 years. 

A continuous reduction of existing 
inventory will also help push housing 
starts higher this year and next, 
particularly for multiple units. 
Downtown Vancouver has a number 
of large projects ready for 
construction, while other metro areas 
are showing increased permit activity. 
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Favourable mortgage rates and 
increased employment will encourage 
new single-family construction, 
primarily in non-urban areas. Single 
detached starts are expected to rise by 
17 per cent this year and a further 7,0 
per cent in 1998. 

The resale market continues to be 
robust, with sales expected to top 
77,000 units this year and 80,000 next 
year. Higher sales activity will help 
eliminate some of the surplus 
inventory that has plagued most 
markets in British Columbia for the 
past two years. Reduced inventories 
will help stablize prices that have 
been declining for the past three years 
and allow modest price appreciation 
in 1998. It should be noted, however, 
that the majority of the price declines 
over the last year reflected a shift to 
more modestly priced homes. By 
making the entry level market 
extremely attractive, low mortgage 
rates have altered the mix of 
properties sold and effectively 
lowered the average price. ™ 
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Alberta British Columbia 
SOURCE: CMHC. 
1997-98 Forecast. 


Housing Starts 


Total 
(units and annual per cent change) 


1993 1994 1995 1996 1997(F) 1998(F) 


1900 
-6.6 
450 
-18.8 
4100 
1.0 
2700 
-0.8 
26500 
14.1 
58000 
34.7 
Dads 
List 
Pgh be) 
-13.2 
22000 
52.0 
30500 

10.3 


168271 155443 154057 110933 124713 *150800 *159200 
ey. -7.6 -0.9 -28.0 12.4 20.9 5.6 


SOURCE: CMHC. 
(F) Forecast. 
* Total does not add due to rounding. 
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Housing Starts 


Singles 
(units and annual per cent change) 


1997) 1998) 

1395 1250 
19.7 -10.4 
430 380 
igs! Pil6 
3278 3100 
7.8 -5.4 
2173 2100 
26.2 -3.4 
14818 16860 
10.4 13.8 
27019 37000 
34.3 36.9 
1875 2075 
19.9 10.7 
1612 1612 
20.2 0.0 
12949 15800 
28.3 22.0 
12447 14500 
75 16.5 

77996 *94700 *98700 

2c 214 4.2 


Multiples 
(units and annual per cent change) 


1997) 1998) 


46717 *56200 *60500 
0.4 20.3 Tel 


SOURCE: CMHC. 
(F) Forecast. 
* Total does not add due to rounding. 
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Total Residential Sales 
(units and annual per cent change) 


1997(F) 1998F) 


1829 1867 1873 1655 2005 2150 2275 
-3.3 Zak 0.3 -11.6 2Act ae 5.8 
604 654 599 476 750 675 700 
-20.9 8.3 -8.4 -20.5 57.6 -10.0 PY 
6958 7180 7140 7019 8372 7500 7000 
oy ou -0.6 -1.7 is) -10.4 ~6.7 
3550 3483 3339 3496 4023 3800 4000 
8.9 -1.9 -4.1 4.7 15a -5.5 35 
31946 31875 33515 29824 38031 39000 39500 
14.1 -0.2 323 -11.2 Lied a ies. 
115260 107575 116005 105789 138859 150000 146500 
9.0 -6.7 7.8 -8.8 Dulie3 8.0 -2.3 
11383 10546 10825 9749 10965 11350 11000 
19.6 -7.4 2.6 -9.9 2s) oF) -3.1 
7829 7375 7459 7349 8689 8175 7640 
20.4 -5.8 Tet -1.5 18.2 -5.9 -6.5 
38545 37024 B2512 29098 37482 43000 42000 
122 -3.9 -12.2 -10.5 28.8 14.7 -2.3 
93564 80919 75210 58082 72182 77000 80000 

10.7 -13.5 -7.0 -22.8 24.3 6.7 Se, 


CAN** 311468 288498 288597 252537 321358 *342700 *340600 
1 -7.4 0.0 -12.5 Zt 6.6 -0.6 


Average Residential Price 
(dollars and annual per cent change) 


1997) 1998) 

92137 91243 91697 89525 93666 94500 95500 
1.4 =1-0 0.5 ag 4.6 0.9 1.1 
75570 72422 78753 73807 83962 80000 82000 
6.4 =F, Wg) Sey -6.3 13.8 -4.7 an 
87685 88965 91109 89788 93448 96300 98300 
1.4 PS) 2.4 ay 4.1 A 2.1 
82478 84951 84149 83994 84035 86500 87000 
2.0 3.0 -0.9 -0.2 0.0 2.9 0.6 
102311 102447 102242 98837 98922 102000 103000 
-0.5 0.1 -0.2 -3.3 0.1 3.1 1.0 
161364 156403 160033 154537 155578 166000 169000 
el) eSel 2.3 -3.4 0.7 6.7 tee 
80686 81748 83761 81897 85319 87000 88000 
0.3 1.3 Os 2039) 4.2 2.0 1.1 
68406 70698 72738 73796 77476 79600 80000 
1.0 3.4 2.9 13 5.0 amy 0.5 
113558 117085 117336 114772 117681 122500 129000 
1.9 3.1 0.2 959) 25 4.1 Sat 
189999 211992 229514 221860 218687 212000 216000 
12.9 11.6 8.3 3:3 -1.4 Sl 1.9 
149590 152914 158309 150353 151052 *155900 *159800 
18 2.2 395 5) 0.5 3.2 25 


SOURCE: The Canadian Real Estate Association. 
(F) Forecast by CMHC. 

* Total does not add due to rounding. 
** Excludes Yukon and Northwest Territories. 
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Major Housing Indicators 


Seasonally adjusted at annual rates 
(levels and quarterly percentage change) 


: 95:Q3 95:Q4 96:Q1 96:Q2 96:Q3 96:Q4 97:Q1 


New housing 
Building permits, units, thousands 
% 


Housing starts, total, thousands 
% 
Housing starts, singles, thousands 
%o 
Housing starts, multiples, thousands 
% 


Housing completions, total, thousands 
% 


New house price index, 1986=100 
% 


Existing housing 


MLS resales, units, thousands 
% 


MLS average resale price, $C thousands 
Jo 


Mortgage market 


Mortgages outstanding, $C billions 
% 

Mortgage approvals, $C billions 
Jo 


1-year mortgage rate, per cent* 
5-year mortgage rate, per cent* 


Residential investment** 


Total, $1986 billions 
% 
New, $1986 billions 
% 
Alterations, $1986 billions 
% 
Transfer costs, $1986 billions 
% 


Deflator, 1986=100 
% 


SOURCES: CMHC. Statistics Canada, Bank of Canada, The Canadian Real Estate Association. 
.. Figures not available. 
* All indicators are seasonally adjusted except 1- and 5-year mortgage rates. 
** Residential investment includes outlays for new permanent housing, conversion costs, the cost of alterations and improvements, supplementary costs, and transfer costs. 
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Building Materials for 


the Environmentally 


Hypersensitive 


From Canada Mortgage and Housing 
' Corporation — the nation's leader in 
housing research and 
information. 


sourcebook of practical 
formation for people with 
avironmental hypersensitivity 
nd those who build housing 

1 them. 

iis guide is easy to use. 
‘contains the best available 
formation. More than 180 product a 
itings. Instructions on how to conduct personal tests on materials. 
comprehensive index and bibliography. Just $29.99. 


Call 1-800-668-2642 to order 


SO, ask about 
ve Clear Air Guide 


id This Clean House CMHC 3 SCHL 


deo — a step-by-step Helping to house Canadians 
tide to better indoor 
* quality. 


Canada 


* CMHC’s Market Analysis Centre now offers you 
instant access to monthly new residential 
construction information through a FAX/Mail 
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NATIONAL HOUSING OUTLOOK 


Executive 


After a strong start at the beginning of 
the year, when a demand backlog was 
satisfied, housing starts and sales 
eased during the second quarter of 
1997. Construction fell 6.3 per cent in 
the quarter to 145,400 units on a 
seasonally adjusted annual rate basis. 
Sales of existing homes were 8.1 per 
cent lower. Markets remain strong 
and prices are beginning to head up. 

Stronger and more widely based 
economic growth and job creation 
will combine with continued low 
mortgage rates to expand housing 
market activity over the forecast 
horizon. 

Housing starts are expected to 
reach 148,100 this year and rise to 
158,800 in 1998. In spite of recent 
easing, sales of existing homes are set 
to reach record levels this year at 
338,600 transactions, with a further 
increase to 344,200 in 1998. Rising 
prices and reduced supply in some 
urban centres will be beneficial to the 
new construction market. 

Both single-detached starts and 
multiple units will share in that 
expansion. For single-detached 
construction, good affordability and 
lean inventories remain key factors. 
For multiple construction, the bulk of 
demand will be from first-time or 
move-down buyers for ownership 
market products, such as semi- 
detached homes, row housing units 
and condominium apartments. Rental 
demand remains limited and 
construction will increase only 
next year. 

Regionally, Alberta and Ontario 
will show the most improved results 
in housing starts, resale volumes and 
prices. Quebec’s markets are finally 
sharing in the recovery. Construction 
is also rising significantly in British 
Columbia following a two-year 
trough. 


summary 


Newfoundland 
Bolstered by favourable market 
conditions and low mortgage rates, 
the existing home market posted 
record-high results in the first half of 
1997. Uncertainty over job prospects 
in the fishing industry and 
out-migration to other provinces 
offset gains earlier in the year in the 
new home market. Housing starts are 
expected to decline to 1,775 units this 
year, as the construction of Hibernia 
nears its end and production of other 
megaprojects has not yet begun. 
Prospects for 1998 look much 
better as solid economic growth 
should lead to a 5 per cent advance in 
real GDP. Housing markets will be 
driven up by the beginning of large- 
scale production at Hibernia, as well 
as job creation in mining (Voisey’s 
Bay), petroleum (Terra Nova) and 
fisheries. Housing starts should go up 
by 9.9 per cent next year, and, in a 
stable price environment, the existing 
homes market will also perform well, 
with a 5.8 per cent increase in sales. 


Prince Edward Island 
The slowdown of employment that 
resulted from the completion of the 
Confederation Bridge and the 
shutdown of the CN ferry services 
affected new home construction in the 
first quarter along with population 
growth. Job losses should be offset by 
expanding opportunities in call 
centres and in the aerospace and 
food-processing industries. 

Resale markets have been fairly 
busy in 1997, with the highest sales 
level in a decade due to an abundant 
choice of existing homes and good 
market conditions. MLS sales should 
remain around the 800 level both this 
year and next. Because of stiff 
competition from the resale market, 
housing starts are forecast to drop by 
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17 per cent in 1997 before rebounding 
by 6.5 per cent in 1998. The rental 
market is not expected to trend 
upward soon in the face of high 
vacancy rates and good borrowing 
conditions. 


Nova Scotia 

Both housing starts and resales went 
down drastically in the second quarter 
after a torrid first quarter. First-time 
buyers took advantage of financial 
incentives offered on new housing 
before the implementation of HST. 
Many first-time buyers ventured into 
housing markets and created 
opportunities for home owners to 
move up. 

Over the forecast period, public 
sector job losses will be more than 
offset by gains elsewhere. Positive 
migration figures will also give some 
momentum to housing demand. 
Resale prices should firm up on most 
markets as a result of tight listings of 
move-up and executive homes. The 
current oversupply of rental units 
should keep new construction very 
low this year and next. This 
slowdown should lead most rental 
markets to rebalance and eventually 
lower vacancy rates. A stable 
mortgage rate environment and good 
job prospects should drive housing 
starts to 4,220 in 1997 and 4,350 the 
next year. 


New Brunswick 

Over the first quarter, resale markets 
went through hard times as many 
home buyers grabbed the opportunity 
to get higher tax rebates before the 
HST was implemented. Despite this 
activity slowdown, existing home 
prices firmed up and prompted 


* Multiple Listing Service (MLS) is a 
registered certification mark owned by 
the Canadian Real EstateAssociation. 


move-up buyers to come back into 
the market. New home sales took off 
again once the effects of the HST 
were fully understood by potential 
buyers. 

Economic growth will be limited 
in 1997, when ongoing weakness in 
the construction and manufacturing 
sectors will restrict GDP growth to 2 
per cent. Prospects look better for 
next year. The employment benefits 
that come with the start of some 
delayed projects should help housing 
markets. MLS sales should remain 
around 3,900 units this year and reach 
4,100 in 1998 as some pent-up 
demand from move-up buyers 
emerges in response to low mortgage 
rates. Housing starts are expected to 
slow down slightly this year but 
recover next year as more jobs are 
created and the economy grows. 
Chronically high vacancy rates 
should keep rental markets depressed, 
except in Fredericton. 


Quebec 


On a seasonally adjusted basis, 
second quarter housing starts were 13 
per cent higher than in the same 
quarter a year ago, at 25,800 units. 
Most of these starts were detached, 
semi-detached and row units. Resales 
were up 19 per cent from a year ago. 

Prospects for this year and next are 
positive. Starts should increase by 14 
per cent in 1997 to reach 26,500 
units, and by another 5 per cent in 
1998 to 27,500 units. Primarily 
responsible for these figures are the 
improved economy, greater consumer 
confidence and especially low 
mortgage financing costs. Multiple 
starts will grow slightly this year and 
next. Rental construction will remain 
low, but the result should be a better 
balance in the market. 

Favourable market conditions will 
encourage more young households to 
become home owners. MLS sales are 
forecast to increase by 5 per cent this 
year and by 3 per cent in 1998. A 
good stock of affordably priced units 
will bring more first-time buyers into 
the market over the forecast period. 


Ontario 


Residential construction in Ontario 
cooled down after four quarters of 
uninterrupted growth, but still 
managed to surpass levels reached in 
the second quarter of 1996, with 
housing starts 26 per cent higher than 
a year ago. The resale market too 
slowed down somewhat, and also 
outperformed last year’s market in 
both sales and prices. 

Economic fundamentals point to a 
stronger economy and housing 
market over the forecast period. 
Passenger vehicle sales, retail sales, 
shipments of manufacturing 
industries and the Help Wanted Index 
all point to an improving economy. 
Brighter economic and employment 
prospects, rising consumer 
confidence, continued in-migration, 
and low mortgage rates will set the 
stage for a stronger housing market. 

New home construction is forecast 
to rise by 28.9 per cent to 55,500 
units in 1997 and a further 8.1 per 
cent next year, with both single and 
multiple-family units sharing the 
gains. The pace of growth in existing 
home sales is expected to pick up to 
150,000 transactions in 1998. The 
average price of existing homes is 
forecast to increase by 6.4 per cent 
this year to $165,500 before easing to 
match the inflation rate in 1998. 


Manitoba 


Manitoba’s housing markets 
experienced strong growth in the first 
half of 1997. New home construction 
witnessed an impressive 17 per cent 
growth by mid-year, with an enviable 
38 per cent increase in urban centres. 
The condominium market remained 
strong, with a 20 per cent sales 
increase and a 4 per cent rise in prices 
in the first five months of the year. 
Resales increased by 5.6 per cent in 
the same period. 

Housing markets are expected to 
remain strong this year and next as 
the economy continues to gain 
momentum and employment grows. 
Aerospace, transportation, farm 


2 NATIONAL HOUSING OUTLOOK — THIRD QUARTER 1997 


equipment, communication, business 
services and retail industries will lead 
the economic expansion. 

Single-family starts are forecast to 
rise by 11 per cent in 1997 and 
multiples by 13 per cent. If the 
average price of an existing home 
rises, as expected, by a moderate 2 
per cent to reach $87,000 this year, 
Manitoba will remain among the 
most affordable markets in the 
country. 


Saskatchewan 


Saskatchewan’s housing markets 
remained strong in the first half of 
1997 with a 4 per cent rise in housing 
starts and a 9 per cent increase in the 
average existing home price. The 
resale market fell 2 per cent short of 
its record sales performance of 1996. 
The increase in home building 
activity came largely from smaller 
urban centres. 

Housing markets are expected to 
remain healthy this year and next. 
Rising consumer confidence should 
be buoyed by a rebound in net farm 
income plus improving employment 
prospects as a result of major capital 
investments in the oil and mining 
industries. Out-migration of skilled 
construction workers could dampen 
the pace of house building later this 
year and into 1998. 

A limited supply of existing home 
for sale over the forecast period will 
continue to exert pressure on house 
prices and narrow the price gap 
between new and existing homes, 
making new homes more attractive t 
first-time buyers. Single-family start: 
are forecast to match last year’s level 
of 1,600, while multiple starts will 
drop to 500 units. The average price 
of existing homes will increase by 2. 
per cent to reach $80,000 this year 
and $82,000 in 1998. 


Alberta 


Alberta’s housing markets had a 
stellar performance in the first half o 
1997. House construction jumped 55 
per cent, for the strongest first-half 
performance since 1983. Calgary’s 


4,201 single family starts, accounting 
for 61 per cent of Alberta’s urban 
single starts, was the brightest spot in 
a province with generally 
strengthening markets. The resale 
‘market continued to expand fast, with 
MLS sales rising 19 per cent. 
Housing markets are forecast to 
remain strong this year and next in an 
expanding economy, with growing 
consumer confidence buoyed by 
employment growth. The energy, 
manufacturing and construction 
industries will lead growth in the 
province. Employment growth, 
in-migration, and low mortgage rates 
will continue to fuel housing demand 
over the next eighteen months. 
_ Home construction is forecast to 
rise by 36 per cent in 1997, to reach 
22,700 units, with both singles and 
multiples contributing to the gain. 
The resale market will set new 


records in 1997 with 43,000 sales, up 
15 per cent, and an average price of 
$124,000, up 5 per cent from the 
previous year. 


British Columbia 

The pace of residential construction 
picked up in the second quarter of 
1997 thanks to a surge in demand 
fuelled by low mortgage rates and 
in-migration. Sale of existing homes 
improved substantially over the past 
six months, reversing a nine-month 


decline that began in April of last year. 


The economy is expected to 
perform better over the forecast 
period, as forestry product prices firm 
up and the manufacturing sector 
forges ahead. Improving economic 
and employment prospects, rising 
consumer confidence, continued 
in-migration and low mortgage rates 


will set the stage for a stronger 
housing market. 

New home construction is forecast 
to rise by 7 per cent to reach 29,600 
this year and to rise a further 8 per 
cent next year. With high 
development charges and home 
prices, builders are focusing on 
smaller lots and homes, and 
condominiums are becoming more 
attractive. Condominium construction 
is expected to lead the way for the 
remainder of 1997, as first-time home 
buyers take advantage of low 
mortgage rates. Existing home sales 
are forecast to reach 75,000 units in 
1997 and to rise by a further 4 per 
cent to 78,000 in 1998, with most of 
the gain concentrated in the 
Vancouver market. The average price 
in 1997 is expected to remain near 
$220,000. 


In today’s business environment, we must not only 
look at what is happening today but also into the 


future. 


Plan now to attend Canada Mortgage and 
Housing’s 1997 Housing Outlook Conferences 
and get the local and provincial forecasts to help 


you succeed in 1998. 


Con 


ference a6 


Mark your calendar now! 


Vancouver October 30 Mark Chipeur (604) 737-4087 
Hamilton November 5 Helen Hutton (905) 572-7100 ext. 241 
‘St. Catharines November 6 Jim Koppang (905) 572-7100 ext. 239 
Kitchener November 12 Wayne Xue (905) 572-7100 ext. 274 

London November 18 Ken Sumnall (519) 438-1737 ext. 4215 

Québec City November 18 Jean-Francois Dion (418) 649-8101 

Montréal November 20 Jacques Pelletier (514) 283-8391 

Edmonton November 20 Market Analysis (403) 482-8769 

Ottawa November 24 Market Analysis (613) 748-5128 
Windsor November 25 Margot Stevenson (519) 438-1737 ext. 4218 

Thunder Bay November 27 Robin Wiebe (807) 343-2015 


Registration is limited, so call today to reserve or to inquire about receiving conference proceedings. 
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Canada 


by Gilles Proulx 
and Louis Trottier 


Starts and sales... 

...e@ase in second quarter 
Housing starts and residential MLS 
sales — Canada 


(thousands of units, SAAR) 
400 | = 


350 + 
\e 


Housing starts MLS Sales 
RE 


SOURCES: CMHC, Canadian Real Estate Association. 


Market activity eases 
from strong base 


Following a strong start at the 
beginning of this year, housing starts 
and sales eased during the second 
quarter. Some of the first quarter 
business for builders and real estate 
agents represented a backlog of 
demand that was released following 
the sharp drop in mortgage rates 
during the closing months of 1996. 
With that backlog satisfied, business 
activity returned to more sustainable 
levels during the second quarter. 


On a seasonally adjusted annual 
rate basis (SAAR), construction 
amounted to 145,400 housing units 
during the second quarter, compared 
to 155,200 during the first quarter. 
The reduction was concentrated in 
single-detached units, where new 
construction fell from 103,300 to 
91,000. In constrast, multiple unit 
construction advanced from 51,900 
to 54,400, its best level in two years. 
This improvement largely reflects 
first-time buyer activity in ownership 
and condominium products. Specific 
preferences vary by region: the 
largest advances are for semi- 
detached construction in Quebec, 
row housing in Ontario and 
apartments in the west. 

Sales through the Multiple Listing 
Service fell for the second 
consecutive quarter, reaching 
328,900 transactions, or 8.1 per cent 
lower than in the first quarter. While 
the reduction points to the underlying 
backlog of demand being met in the 
existing homes market, it is also the 
result of two other factors, both of 
which led more first-time buyers to 
enter the new market: existing home 
prices are moving up, and choice has 
become more limited in some urban 
centres. 

The firmer activity in the first half 
of the year was reflected in house 
prices. MLS prices rose 3.2 per cent 
during the second quarter, while the 
New House Price Index was up 0.2 
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per cent. (See the feature article 
reviewing recent trends in home 
price indicators.) 

Tight management of inventories 
remains the order of the day for 
builders. The inventory of newly 
completed and unoccupied inventory 
keeps shrinking both for single and 
semi-detached units and for multiple 
units. June 1997 data show 
respective drops of 9.1 and 30.2 per 
cent from a year ago. 


1997-98 Outlook 


A favourable 
environment: more jobs 
and low mortgage rates 


Recent economic indicators have 
been pointing to stronger and more 
widely based economic growth over 
this year and next. The economy’s 
expansion is no longer relying 
exclusively on export growth. In faci 
consumer spending and business 
investment have begun to show new 
growth. This faster pace of the 
economy is clearly reflected in 
employment trends. Job creation 
clearly accelerated from February to 
July, and prospects are for further 
gains. Empoyment levels grew by 
1.3 per cent in 1996, and our forecas 
is for increases of 1.6 per cent this 
year and 2.0 per cent in 1998. 


ow mortgage rates keep 
ousing affordable 


%) 


1-Year 3-Year 5-Year 


URCES: Bank of Canada; 1997-98 CMHC forecast. 


What’s more, recent growth has 
been concentrated in full-time jobs, 
providing consumers with sound 
support when it comes to income 
generation, confidence building and 
spending power, all of which can 
lead to housing demand. The next 
stage of housing market expansion 
will be based on this improved job 

arket. 

In addition to the economy’s 
momentum, mortgage rates will also 
play a key role. Despite recent ups 


0b creation surge in 1997 
uarterly employment change, thousands of persons) 
) 


94 95 96 OF 


'URCE: Statistics Canada. 


and downs, mortgage rates are still 
among the lowest in thirty years. 
Rising costs of funding mortgages 
are expected to push rates up 
modestly in 1997. 

The one-year mortgage rate is 
expected to inch up to 5.50-5.75 per 
cent later this year before declining 
to 5.00-5.50 per cent in 1998 in 
response to easing interest rates. The 
five-year rate will be around 
7.00-7.25 per cent later this year and 
will decline to 6.75-7.25 per cent in 
1998. 


Record existing home 
sales 


Housing starts are expected to reach 
148,100 units this year and rise to 
158,800 in 1998. This slightly 
revised outlook reflects an 
environment in which low mortgage 
interest rates continue to keep 
housing affordable, plus the 
cumulative impact of rising 
employment and income. These 
construction levels fall within the 
lower part of the range of housing 
requirements driven by underlying 
demographic trends. 

MLS sales are expected to reach 
an all-time record of 338,600 
transactions this year, 5.4 per cent 
more than in 1996. Good 
affordability is being somewhat 
eroded by the price recovery in most 
local markets and in some cases by 
the reduction of available supply. A 
further sales increase to 344,200 
transactions is expected for 1998. 

The average sales price 1s 
expected to be up 4 per cent this year 
to $157,100, reflecting both mix 
changes and price increases. The 
average is expected to be stable in 
the high-priced British Columbia 
market, and up by more than 5 per 
cent in four provinces (Ontario, 
Alberta, Nova Scotia and New 
Brunswick). For next year, the 
average price is forecast to rise by 
27 peccent. 


NATIONAL HOUSING OUTLOOK — THIRD QUARTER 1997 5 


The New House Price Index 
provides a measure of the underlying 
price trend: for the twenty urban 
centres where a forecast is available, 
the average increase is 2.3 per cent, 
with a high of 11.0 per cent in 
Calgary. The index should be up by 
between 2 and 4 per cent in seven 
centres and by less than 2 per cent in 
eight others, while declines are 
expected in the four remaining 
centres. For next year, the average 
index increase should also be 2.3 per 
cent. 


Starts close to 160,000 mark in 


1998 
Housing starts by type — Canada 


(thousands of units) 


200 | 


150 


95 96 97 
BB Singles [-] Multiples 


SOURCE: CMHC. 
1997-98 Forecast. 


Single-detached starts are 
expected to rise by 19.4 per cent this 
year to 93,100 units this year, with a 
further gain to 99,000 next year. The 
market for single-detached homes is 
benefiting from improved 
affordability and very lean 
inventories. Any increase in demand 
will require new construction. As 
well, the very active resale market is 
positive on two grounds: first, there 
is Some move-up activity from 
sellers in the existing market; 
second, higher prices and limited 
supply in some markets is making 
new homes more attractive. 


Multiple unit construction will 
increase 17.7 per cent this year to 
55,000 units, with a further increase 
to 59,700 units next year. This year’s 
construction increase is concentrated 
in semi-detached, row housing and 
condominium apartments. These 
products are primarily targeted at 
home owners, either first-time 
buyers or move-down buyers who 
may have sold their existing homes. 
Rental apartment construction is 
expected to drop further this year 
before recovering somewhat in 1998. 
This year’s decline reflects a steady 
level of private initiative and the end 
of government-assisted rental 
construction in Ontario. 

The rental market is adversely 
affected by the still high and slowly 
retreating vacancy rates in most local 
markets. Moreover, underlying 
demand trends include the move to 
ownership, which reduces the 
number of renters; a small number of 
new renters, as young adults leave 
the family home later; and recent 
lower-than-expected immigration 
levels. A recovery in immigration 
trends and an improving labour 
market should be positive for the 
rental market next year. 


Alberta and Ontario 
remain market leaders 


Strong economies and tight 
inventories will ensure the greatest 
recovery in new construction in 
Alberta and Ontario this year, by 36 
per cent in Alberta and 29 per cent in 
Ontario. Gains in resale activity and 
price advances in these two 
provinces are among the most 
impressive in the country. Also worth 
noting is the delayed but significant 
recovery in new construction in 
Quebec, with new construction rising 
by 14 per cent this year. New 
construction is also rising 
significantly in British Columbia, 

| with starts up by 7 per cent this year, 
following a two-year trough.@ 


BUILDING THE FUTURE 


HOUSING DEMAND INTO THE 21ST CENTURY 


The Long-Term Housing Outlook: 
Household Growth in Canada and the Provinces, 
1991-2016 


The Long-Term Housing 
Outlook investigates the 
questions you have been 
asking: 


By using demographic trends to 
forecast possible variations in 
housing demand, this benchmark 
report can help you tap into 
housing market potential in the 


ee @ Is the decline in housing 
years ahead. 


Starts since 1994 a sign 
It describes six distinct scenarios of things to come? 
for household growth, province 
by province and Canada-wide, 

and provides detailed tables on 
population trends, household @ What will demand look 
size and composition, and tenure like in 5, 10, 15, 20 


and dwelling type choices. years? 


@ Will demand return to 
previous levels? 


This essential guide is a must for 
builders, analysts, real estate 
agents, lenders, municipal 
planners, building material 
manufacturers, and anyone 
who needs a long-term 

view of Canada’s housing 
market. 


The Long-Term Housing 
Outlook: Household 
Growth in Canada and the 
Provinces, 1991-2016 is 
now available from 
Canada Mortgage and 
Housing Corporation, the 
nation’s leader in housing 
research and information. 


PRICE $39.95 (PLUS 
GST AND SHIPPING) 


TO ORDER CALL 1-800-668-2642 


VISIT US ON THE INTERNET: 
www.cmhc-schl.gc.ca 


FDO99Y 1004 
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Housing price indicators all point upward 


— but for different reasons 


A variety of price indicators are released regularly to gauge 
the Canadian residential housing market. Although these 
indicators all monitor house price trends, they differ 
significantly in which housing markets they cover as well as 
in their intrinsic characteristics. Examining these indicators 
together makes current market trend assessment more 
accurate.. 

This report will examine four indicators: average prices 
reported in CMHC’s Housing Market Survey and loan 
insurance underwriting data, the average prices of the 
Canadian Real Estate Association’s Multiple Listing Service, 
and Statistics Canada’s New Housing Price Index (NHPI). 
When appropriate, it will also factor in the number of units 
sold at an annual rate. 

All of these indicators have been pointing up recently, 
indicating market momentum. 


CMHC’s housing market survey 


[n its housing starts survey, CMHC collects information on 
the market prices of all single and semi-detached units 
completed and sold in urban centres with a population of 
more than 50,000. This data is published in CMHC’s 
Housing Information Monthly. To remove seasonal 
variations, average prices and the number of units are 
oresented as 12-month moving averages. Currently, the 
average price of new single and semi-detached units is close 
(0 $212,000. 

Data for the first semester of 1997 show that the average 
orice decrease that began in spring 1996 ended in May 1997. 
However, this downturn in prices was not the result of low 


IHC new housing Survey Data 
-month moving average) 
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ce: CMHC. 


demand, as more units were absorbed on the market during 
the period. Rather, it came about because a larger number of 
first-time buyers ventured into the housing market between 
spring 1996 and May 1997, targeting low-priced units and 
bringing the average price of these new units down. 


CMHC loan insurance underwriting 
data 


All buyers of new and existing homes who take out CMHC 
mortgage loan insurance provide data about their properties. 
Annual summaries of this data are available in Canadian 
Housing Statistics. This information is very accurate, as it is 
required by CMHC for its business relations with home 
buyers. However, because of the higher proportion of 
first-time buyers, these average prices are lower than other 
measures of average prices. This graph shows 12-month 
moving averages for both prices and units so that seasonal 
patterns do not skew the data. The current average price for 
this indicator is nearly $112,000. 


CMHC underwriting data 
(12-month moving average) 
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Source: CMHC. 


This index shows that prices have gone up steadily since 
the trough in the first half of 1995. Average price increases 
accelerated in the second semester of 1996 when a 
significant decrease in mortgage rates gave strong 
momentum to the existing home market, which represents an 
important share of activity for CMHC loan insurance. 
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MLS average price 


This indicator represents the average price of homes sold by 
real estate agents through the Multiple Listing System, 
operated by the Canadian Real Estate Association. Prices and 
units are both available in raw and seasonally adjusted 
formats. Although this indicator does not include exclusive 
sales or sales transacted without realtors, MLS average prices 
are the most commonly used price measure for the existing 
homes market in Canada. The most recent average price for 
this indicator is approximately $152,000. 

The general pattern of this indicator has been upward 
since the beginning of 1996. The slowdown of sales in early 
1997 is noticeable in the significantly flattened line showing 
units sold. However, despite slower growth, sales activity 
remains high. Favourable market conditions — especially 
low mortgage rates, a key driver of MLS activity — have 
kept demand strong, as the upward trend of prices shows. 


New housing price index: 


This unique indicator monitors the price of new residential 
homes, but it maintains a constant quality level for certain 
key factors, such as house models, features and land location. 
In other words, it is adjusted to account for price variations 
due to the overrepresentation of either luxury or low-priced 
units in the sample for a given month. 

A set of fixed weights is revised annually on the basis of 
the latest completion figures all over Canada. The index level 
was set at 100 in July 1986. Current new home prices are 
32.7 per cent higher than during the base period. Since this 
index is based on builders’ selling prices for new homes, it 
does not include the GST or HST in Quebec, New 
Brunswick, Newfoundland and Nova Scotia. 


New housing price index 
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MLS average price and units 
(seasonally adjusted, 12-month moving average) 


160,000 : _—____—_—__—— 360,000 
158,000 : | ‘*’ | 340,000 
156,000 | | - 320,000 
154,000 | | | 300,000 
152,000 | r. - 280,000 
150,000 | - 260,000 
148,000 ee eee | 240,000 


95:01 95:07 96:01 96:07 97:01 
Average price (left) Units (right) 


Source: Canadian Real Estate Association. 


According to this index, new home prices began to 
decrease in late 1994 and to pick up in the second half of 
1996. As demand is expected to remain strong this year and 
next, this price indicator should continue to show some 
positive growth. 


Links between the indicators 


Although these indicators reflect different markets and basic 
characteristics, they have all been showing increases recently. 
However, the magnitude and extent of the current growth 
trend varies significantly. This situation reflects the 
behaviour of different market segments in the face of 
changing market conditions. 

Both MLS data (reflecting activity in existing units) and 
CMHC underwriting data (with mostly existing units) show 
an upward swing in activity and prices in early 1996. The 
average MLS price tends to fluctuate more than other 
indicators because it includes both NHA-insured and 
conventional mortgage holders. The average prices in 
CMHC underwriting data (which mainly reflect existing 
homes) also respond promptly to lower mortgage rates. 
However, the higher proportion of first-time buyers keeps the 
average price level lower than that of MLS. 

CMHC’s Housing Market Survey data show a rise in 
average new-home prices only in mid 1997. Although 
average prices went down between early 1996 and April 
1997, increased activity showed that demand was strong 
during this period. The NHPI’s upward trend began as early 
as October 1996. This confirms that demand pressure on 
prices had already begun well before May 1997. It appears 
that home buyers were quite active but bought more modest 
homes and kept average prices low. 


Main characteristics of selected home price surveys 


CMHC: housing market |CMHC: loan insurance |CREA: MLS data Statistics Canada: NHPI 
data 
l rket coverage Newly completed and —_| New and existing Existing homes sold by |New singles, semis and 
sold singles and semis: |homeownership units __| real estate agents row homeownership 
homeownership units | insured by CMHC under | through the MLS units 


the National Housing Act} network 


eographic coverage. |Census metropolitan _| All areas in Canada All areas in Canada Census metropolitan 
| areas, urban centres of areas 
50,000 persons and 
over SS 


cet-induced bias —_| Positive bias: includes 
. the most expensive 
{units on the market 


Negative bias: higher — 
proportion of first-time 
buyers : 


Tends to show higher 
price fluctuations 


As market conditions start improving, activity intensifies 
more readily in existing home markets than in new housing 
markets. This is because mortgage rates are a major factor 
behind the turnaround in existing home markets. New home 
markets usually react later to improving housing markets 
conditions. There are more new-home buyers when existing 
home markets become less attractive. This happens when the 
supply of existing units drops or prices rise. 

Other information sources, such as the Royal LePage 
survey of house prices, can give a good idea of activity in 
specific local markets. These surveys may be useful in 
detecting local price trends. ™ 
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Newfoundland 


by Brian Martin and Darrin Keough 


Highlights 


pace 


= Housing starts falter 


w Construction to pick up in 
1998 


Existing home sales 
surge in first half 


The resale market surged ahead during 


the first six months of 1997 with 
existing home sales through the 
province’s MLS system reaching 
historical highs. 

The continuation of favourable 
home buying conditions combined 
with lower new home prices provided 
a significant boost to existing MLS 


Housing Starts 
NEWFOUNDLAND 


(units, seasonally adjusted at annual rate) 
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PROVINCIAL HOUSING OUTLOOKS 


ms Existing home sales on record 


sales in the first half. Provincial MLS 
sales reached a record 969 units, 
eclipsing the previous high set in 1994. 
Strong demand combined with only 
slight gains in supply led to a modest 
0.5 per cent increase in the average 
MLS house price. 

Strength in the resale market came 
largely at the expense of new homes. 
Following a busy start to the year, 
construction activity throughout the 
province fell significantly in the 
second quarter, more than offsetting 
the earlier gains. Out-migration and 
uncertainty over job prospects in the 
fishery continued to erode housing 
demand in rural areas, where starts 
plummeted 36.9 per cent during the 
first half of 1997. The perception of 
higher costs associated with the HST 
has also served to dampen starts 
activity. When combined with a slight 
dip in urban centre starts, 
province-wide activity was off 15.6 per 
cent from a year ago. 


1997-98 Outlook 


Economic prospects 
remain solid for 1998 

The completion of Hibernia’s 
construction phase combined with 
continued restraint at all levels of 
government will be major contributors 
to an expected 2 per cent decline in 
provincial economic output this year. 
In 1998, economic prospects are solid, 
with the provincial economy poised for 
a period of prolonged expansion. At 5 
per cent, Newfoundland’s economy 
will record the highest rate of growth 
in the country in 1998. 
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Employment on the Hibernia 
project is expected to average 1,200 in 
1997, well below the 4,400 employed 
last year. However, with Hibernia 
production expected to be in full 
swing in 1998, both direct and indirect 
benefits will provide a boost to the 
economy. Additional investment 
related to the Terra Nova oil field and 
Voisey’s Bay development will also 
support expansion in the provincial 
economy next year. 

Not all the news is bad for 1997, as 
other developments in the oil and gas 
industry, such as pre-engineering work 
on the Terra Nova project and the 
construction of a transshipment facility 
to temporarily store Hibernia crude, 
are under way. 

The opening of a limited cod 
fishery on the province’s south coast, 
combined with increased quotas for 
caplin, and the more lucrative crab and 
shrimp fisheries, will support growth 
in the fishing industry this year as well. 
The value of fish landings is expected 
to surpass the $300 million mark for 
only the second time in history. 

Landed value will continue to rise 
next year and is forecast to reach a 
record $375 million by 2000. Despite 
this strong growth in landed value, 
employment in the fishery remains 
well below levels achieved prior to the 
groundfish closures. 

The province’s mining industry will 
record tremendous growth over the 
next few years as the Voisey’s Bay 
nickel deposit is developed. 
Construction of a mine and mill at 
Voisey’s Bay is slated to begin late this 
year while work on a smelter-refinery 
complex at Argentia will begin early in 
1998. The projects will generate an 
estimated 3,500 direct and indirect 


long-term jobs in the province. When 
the entire operation is running at full 
capacity, the value of mineral 
shipments from the province should 
more than double to over $2 billion per 
year. 

In addition to these major 
developments, the tourism industry, 
highlighted by spinoffs from the Cabot 
500 celebrations, will also support 
economic growth over the forecast 
period. 

Employment, though forecast to 
decline marginally this year, will rise a 
respectable 2.1 per cent in 1998. 
Out-migration, which reached record 
levels in recent years, should also 
decline in response to improved 
economic conditions. 


Out-migration from 
rural areas depresses 
starts activity 

Record levels of out-migration 
combined with limited job 
opportunities in the fishery has 
resulted in a significant reduction in 
rural housing starts in recent years. 
These factors, as well as anticipated 
cost increases associated with the HST, 
will continue to shape residential 
construction activity in the province 
for the remainder of 1997. Overall, 
home building is forecast to decline by 
12.7 per cent, to 1,775 units. A robust 
economic recovery and associated 
employment opportunities will provide 
a much-needed boost to the industry in 
1998, with housing starts forecast to 
rise by almost 10 per cent to 1,950 
units. 

Weak economic conditions, 
particularly in rural areas, will 
inevitably result in declining 
single-detached starts. Multiple 
housing units are also expected to 
decline this year due in large part to 
reduced two-apartment starts. In 1998, 
both single and multiple unit 
construction should rebound as 
employment growth and low mortgage 
tates help to bolster consumer 
confidence and maintain a high level 
of affordability. 


BASEMENT APARTMENTS — 
GET THE FULL PICTURE!!! 


Asi in larger rental 
projects, the numberof | 


| Vacancy rate in basement | 


vacant basement — | apartments cities of St. John’s | 
apartments was highin _—_ and Mount Pear! 

_ St. John’s and Mount | (per cent) 

Pearl during early 1997, 12 

-ACMHCsurveyof | 
basement apartments in  '° | 
thetwincitiesarea = _g | 
-conductedearlyin = | 
Februaryindicatedan = & | 
_ overall vacancy rate of y | 
—11.4percent,oran © | 
_ estimated 500 units. This mbieee | 
-rateishigherthaninthe = | 
Co re 
carried out by CMHC, in © 1991 1993 1997 | 
1991, when it was 8.8 per source: cnc. | 


cent, and 1993, when (6 2p Se 
rate fell to 7. o per cent. : 


. As expected: the Nigh level of vacancies Ae had a 

_ dampening effect on rental rates in recent years. In the most 
_ current survey, landlords indicated that average rental rates 

_ had fallen by 2. 4 per cent for one-bedroom units during the 
_ previous 12 months and by almost 1.0 per cent for 

_ two-bedroom units. There have been only marginal gains in 

_ rental rates for both one- and two-bedroom apartments 

_ since 1993, and these have not even kept pace with inflation. 


Numerous factors have contributed to rising vacancy rates, 
_ the most significant of which are additions to the stock of 

~ basement units, movement of renters to home ownership, 
and out-migration. Overall, these figures provide further 
pe of ne ee between Supply and demand. 


To get the full picture of the basement apartment market in 


_ the St. John’s-Mount Pearl region, including an in-depth 
submarket analysis, please contact Market Analysis at 
- (709) 772-2163, by fax at (709) 726-1166, or by e-mail at 


cmhcmarket@nf.sympatico.ca.m= 
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Provincial MLS sales 
expected to reach new 
high 

The resale market will continue to 
provide buyers with a wider selection 
of affordable dwellings that compare 
favourably with new homes. 
Supported by a strong first half, MLS 
sales, which are heavily concentrated 
in urban centres, are expected to reach 
2,150 units in 1997, the highest level 
since 1988. This improved sales 
performance combined with only 
marginal growth in listings will also 
create some upward pressure on 
property values. Robust economic 
recovery will provide an additional 
boost to sales volumes in 1998. MLS 
sales will reach new heights, 
increasing by 5.8 per cent to 2,275 
units. 


Vacancy rates to edge 
lower in 1998 

Employment growth, lower migration 
away from the region and the 
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Key Provincial indicators 


NEWFOUNDLAND 1996 1997) 1998) 
Real GDP (% Change) -0.7 -2.0 5.0 
Employment (% Change) -3.6 -0.5 pa | 
Unemployment Rate (%) 19.4 19.6 18.6 
Housing Starts (Units) 

Total 2034 77S 1950 

Singles 1395 1250 [37D 

Multiples 639 525 ou 
MLS Sales (Units) 2005 2150 2275 
Average MLS Price (Dollars) 93666 94000 95000 


SOURCES: CMHC, The Canadian Real Estate Association and Statistics Canada. 


(F) Forecast by CMHC. 
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conversion of rental stock to 
condominiums will help to lower 
vacancy rates by the latter part of 
1998. Despite the expected 
improvement, vacancies will remain 
well above acceptable levels. Vacancy 
rates in the St. John’s CMA will hover 
in the 15 to 16 per cent range during 
the latter part of 1997 before edging 


down to around 13 per cent in 1998. 
These conditions will limit rental rate 
increases and continue to discourage 
the construction of larger rental 
properties. @ 


HOUSING MARKET 
OUTLOOK 


Now, you can get an insightful report that provides analyses and 
forecasts of the most recent movements in the resale and new 
housing markets in more than 26 major urban centres. Housing 


Market Outlook \ooks at market 


trends, including local MLS 


activity, average prices, ratios comparing sale prices and list prices, 
factors affecting the local economy, forecasts for housing starts and 
new home prices, sales levels, and mortgage rates. 


Housing Market Outlook — available three times per year in larger urban centres and two times per year in 
smaller urban centres. Fall issue available in October 1997. 


TO ORDER 


In Canada call 1-800-668-2642 
or fax 1-800-245-9274 
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PROVINCIAL HOUSING OUTLOOKS 


Prince Edward 


Island 


by Ralph Freeze 


m Economy slows down slightly 
in 1997 


m Resale market is the hot spot 


= Construction of new homes 
drops 


1997-98 Outlook 


island economy 
stumbles, but doesn’t 


fall 


The end of CN ferry service and 
bridge construction have caused a 
decline in P.E.I. employment and 
income but with less impact than 
expected. While the economic dip has 


using Starts 
2INCE EDWARD ISLAND 
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affected new home construction and 
population growth, service-related 
jobs have taken up some of the slack. 

P.E.I.’s unemployment rate will 
creep up this year as the labour force 
will grow faster than employment 
opportunities. A combination of jobs 
from expanding call centres, the 
aerospace industry, and food 
processing will lead to a full 
employment recovery by 1998. The 
Souris area will finally have some 
relief. A potato dehydration plant is 
committed to the new facility which 
was to have been the home of an 
Asian owned food processor. 
Although there will be fewer jobs 
than the Usen fish plant provided, the 
waiting will be over. 


Resale market heats up 
Sales of existing homes have come to 
life. Low mortgage rates will keep a 
strong pace moving throughout the 
forecast period. This year will 
produce the most sales in a decade. 
Many houses have been on the 
market for a long time, driving up the 
average time to sell. As older listings 
sell, the current pace will help reduce 
the average time on the market for 
next year. 

Demand from first-time home 
buyers will remain steady. High 
employment levels over the past few 
years have provided an opportunity 
for first-timers to save a down 
payment and enter the ownership 
market. The move-up market will 
continue to improve for houses. 
However, executive style homes 
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priced at the high end will be slow to 
sell. 

One noticeable change to watch is 
the style of home being purchased by 
first-time home owners. Many are 
realizing that appreciation has been 
on hold. Rather than purchasing a 
smaller home and moving up later, 
the affordable environment is 
encouraging some to start out with a 
home that can meet their needs over a 
longer period of time. 

The average sales price will drop 
slightly from last year’s record level 
to become the second highest on 
record. An increased percentage of 
urban sales and more expensive 
purchases by first-time buyers will 
push the 1998 average sales price 
near the record. 


Existing Home Sales on the 
Move 
PRINCE EDWARD ISLAND 
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New construction on 
the back burner 

In spite of excellent borrowing 
conditions, new home construction on 
PEI. is going to drop significantly 
this year, mainly in urban areas. 
Single-detached homes are facing 
stiff competition from the resale 
market. Potential new home buyers 
are facing an abundance of choice 
and affordable prices. 

Rural P.E.I. will surpass 1996 
levels of single-detached home 
construction. The strength of the 
potato industry for three years before 
1996 resulted in a home building 
spurt. If rural areas were to decline 
along with the urban centres, housing 
starts would be facing recession 
conditions. Fortunately, the inventory 
of new houses which have not been 
sold has remained low. When listings 
on the resale market begin to decline, 
demand for new homes is expected to 
rise. 

Improving employment and stable 
borrowing rates will result in a small 
increase in single-detached home 
construction in the second half of 
next year. However, without a rise in 
incomes, home building will hold 
near current levels. 


The rental market is also facing 
unfavourable demand conditions for 
new construction. Urban stock has 
sufficient room over the forecast 
period without any new structures. In 
addition, more people left the Island 
than moved here during the early part 
of 1997. This reverses the trend of the 
past three years when bridge-related 
work was an attraction. 

With favourable interest rates, new 
rental units are attractive for 
developers and investors. However, 
high vacancy rates in Charlottetown 


and Summerside leave few 
opportunities for new construction. 
Small structures in some rural 
communities are in demand. Based on 
these conditions, rental construction 
is expected to drop by 35 per cent this 
year. Next year will not bring much 
change as first-time home buyers 
continue to flock to ownership status 
and fewer people move to the Island. 


Key Provincial Indicators 
PRINCE EDWARD ISLAND 
Real GDP (% Change) 
Employment (% Change) 
Unemployment Rate (%) 
Housing Starts (Units) 

Total 

Singles 

Multiples 
MLS Sales (Units) 
Average MLS Price (Dollars) 
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(F) Forecast by CMHC. 
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PROVINCIAL HOUSING MARKETS 


Nova Scotia 


by André Moore 


dighlights 


Economic growth and low 
mortgage rates stimulate 
sales 


Housing markets on roller 
coaster ride in ‘97 


First-time home buying 
boosts move-up market 


Apartment market 
oversupplied 


Nova Scotia housing 
construction cools off 
this summer 

In the second quarter of 1997, Nova 
Scotia lost the distinction of having the 
fastest housing starts growth rate in 
Canada. Provincial starts in the second 
quarter turned in the weakest 
performance this decade, dropping 32 
per cent from the mark established in 


ousing Starts 
OVA SCOTIA 


1its, seasonally adjusted at annual rate) 
000 — 


qo U=s = © 
1996 1997 1998 
WB SINGLES [_] MULTIPLES 


URCE: CMHC. 
17-98 Forecast. 


the second quarter last year. However, 
starts for the first half of the year are up 
9.5 per cent, to 1,933 units, buoyed by 
a housing boom in the first quarter. 

Housing resale patterns match those 
of starts. Existing home sales charged 
ahead 8 per cent in Nova Scotia in the 
first quarter, with all areas of the prov- 
ince showing positive gains. However, 
in the second quarter sales made a 
hasty retreat. 

Although economic growth and low 
interest rates fueled a building activity, 
record growth in the first quarter was 
largely the result of a combination of 
government financial incentives, which 
came to an end in March. 

It is apparent that incentives shifted 
home buying and building to the first 
quarter of the year at the expense of 
later activity. However, the rapid sales 
of first-time homes has created opportu- 
nities for second and third generation 
home buyers to move up.This view is 
supported by a tightening of inventory 
for sale and the steady inching up of 
prices in the second quarter. 


1997-98 Outlook 


Economy on the mend 
At long last the Nova Scotia economy 
is starting to give consumers the 
comforting signals they need to make 
large financial commitments to things 
like housing. Stable and low five-year 
interest rates will remain the catalyst to 
most home buying decisions over the 
1997 and 1998 forecast period, but 
improvement in the labour market will 
provide an additional support for 
housing. Employment levels are 
expected to increase by a modest 4,000 
and recover to the record high levels 
established back in 1990. 
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Improving consumer confidence is 
reflected in retail sales growth, both for 
department stores (up 6 per cent) and 
motor vehicle sales (up 8 per cent). 
Confidence will be further boosted 
during the next eighteen months by a 
mix of positive industry activity. Most 
notably, Stora’s $750 million project to 
produce supercalendered (SC) paper 
and the Highway 104 Western Align- 
ment at $120 million will stimulate 
growth over the forecast period. 

Nova Scotia’s public sector will con- 
tinue to exert a drag on the provincial 
economy as plans for fiscal restraint 
and job cutting are executed over the 
next two years. Fortunately, these 
losses will be more than offset by gains 
made in finance, insurance and real es- 
tate, trade, and manufacturing. 

Changing demography will also 
contribute to stronger housing demand. 
The natural growth of about 4,100 
households each year will be 
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complemented by positive net migra- 
tion of roughly 3,500 persons. 


New market roller 
coaster ride in ‘97 leads 
to small ascent in ‘98 
There is no better way to describe the 
new housing market in 1997 than as a 
roller-coaster ride. When Nova Scotia 
builders raced to beat tax changes and 
qualify their buildings for first-time 
buyer incentives in the first quarter of 
the year, phenomenal sales certainly 
demonstrated the power of government 
programs. However, as the first quarter 
gave way to the summer buying 
season, high inventories of unsold new 
entry level homes have given many 
spec-builders the jitters. Profit margins 
for builders of entry level homes this 
year will disappear if the homes are not 
sold quickly. 

The second quarter performance has 
clearly established two related, impor- 
tant shifts in the provincial market: 
First, the market is shifting toward 
more move-up and executive home 
buying; and second, average new house 
size is increasing again along with 
prices. Although starts overall are 
expected to increase modestly in 1997 
and 1998, price growth should be more 
robust. As a consequence of this change 
in mix away from new entry level 
housing, some spec builders, unable to 
unload entry level housing, will not be 
able to get credit to start building other 
homes. As a result there will be a 
higher than normal turnover in the 
construction industry in ‘97. 

On a more positive note, where 
price growth reflects more than the 
broadening of the sales tax base early 
this year, it will indicate that builders of 
larger homes are working with larger 
margins.Prices are forecast to inch up 
next year in concert with general infla- 
tion rates and a small appreciation in 
the value of high-end houses. 


Resale market 
continues its show of 
strength 

The resale housing market will turn in a 
strong performance over the forecast 
period but will come down somewhat 


from the record high sales levels set last 
year. Financial incentives available to 
first-time home buyers in the first 
quarter have drained the market of 
entry level buyers. However, these 
incentives have paved the way for 


~ increases in move-up and executive 


home buying. 

Listings for move-up and executive 
homes will remain relatively tight this 
year and result in higher sale prices. 
This will be welcome news for sellers 
of executive homes who in the recent 
past have had difficulty moving and 
holding value. It will also be welcome 
news for the real estate agents who in 
general work just as hard to make a 
small commission on an entry level 
home as they do to make a larger com- 
mission on an expensive executive one. 

The resale market will show sharp 
contrasts across the province over the 
forecast period. On the one hand, areas 
like the Halifax Regional Municipality 
(HRM) will experience tight supplies 
and relatively high demand for execu- 
tive homes. On the other hand, areas 
like Sydney will see weak sales in all 
price categories and remain skewed 
towards low-priced housing. 


Rental market 
oversupply to continue 
The forecast decline in apartment starts 
will be welcome news for existing 
landlords in most areas of Nova Scotia 
who are struggling to find and keep 
tenants, in particular in the HRM. The 


slowing pace of apartment construction 
will help give renter demand a chance 
to catch up with the oversupply. In the 
HRM for example, at the end of May 
there were 221 units under construction 
or completed and unoccupied, or the 
equivalent of a 7.6 month supply. 

In most areas of Nova Scotia interest 
is waning in construction of new rental 
projects. At present, four apartment 
projects across the province constitute 
almost all that is on the books for this 
year and next. This is not to say that 
landlords and developers are not 
interested in building more apartments, 
but rather that the market is giving clear 
signals to hold off on plans. 

While the declining additions to the 
stock of apartments looks good for the 
industry, it comes at a time when 
demand is falling off sharply. 
Favourable financial conditions and 
relatively low house prices are 
siphoning off demand to the ownership 
market. 

Only in Antigonish and Kentville 
are vacancy rates expected to continue 
to remain relatively balanced. 
However, these rental markets are 
relatively small, with only limited 
opportunities for increased supply.@ 


Key Provincial Indicators 
NOVA SCOTIA 
Real GDP (% Change) 
Employment (% Change) 
Unemployment Rate (%) 
Housing Starts (Units) 

Total 
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Multiples 
MLS Sales (Units) 
Average MLS Price (Dollars) 
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(F) Forecast by CMHC. 
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PROVINCIAL HOUSING MARKETS 


New Brunswick 


by Bruce Read and Laurie Gosselin 


Highlights 
Better economic times in 
1998 


Weak job market hinders 
consumer confidence 


Prices are on the move 


® Rental occupancy levels will 
remain a concern 


A roller coaster ride in 
the first half 


The first quarter of the year had real 
estate agents wondering where home 
buyers had gone. Sales in the existing 
market were down almost 10 per cent 
from the same period in 1996, 
dropping to 747. The introduction of 
the Harmonized Sales Tax in April 
left many industry players holding 
their breath, but buyers were back in 
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the marketplace after a short 
adjustment period. 

Once consumers took time to study 
the new tax, many re-entered the 
market. There were enough purchases 
in the second quarter to set a new 
quarterly record of 1,203 homes. That 
brought the total this year to within 
one per cent of the record-setting first 
half of 1996. 

After virtually no growth last year, 
prices in the existing market leapt 
ahead during the opening months of 
this year. Move-up buyers who have 
been hesitant to commit to an upgrade 
began returning to the market. With 
the supply of homes for sale down 
slightly from last year and fewer new 
listings, prices will maintain their 
lead over last year’s level. 

Home builders were not quite so 
busy. However, with starts down only 
2.9 per cent to mid year and a positive 
mortgage rate environment ahead, 
there is every reason to believe that 
the second half of the year will be 
better for local builders. 


1997-98 Outlook 


Economic growth falters 


Ongoing weakness in the construction 
and manufacturing sectors will 
combine with technical problems in 
the mining sector to limit overall 
economic growth in the province this 
year. Provincial gross domestic 
product, above the national average 
over the past five years, will be up by 
2 per cent this year before advancing 
by 2.5 per cent in 1998. 

The forecast earlier in the year for 
stronger construction and 
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manufacturing performance has not 
yet come about. A $600 million 
highway project scheduled to start 
this spring may not get under way 
until this fall or even next spring. On 
a similar note, the expected spring 
start-up of construction on four 
container ships at the Saint John 
shipyards has been delayed to the fall 
season. These delays will limit sector 
output and postpone associated 
employment benefits. 

While zinc mines in the northern 
parts of the province have been 
benefiting from strong international 
markets, the potash industry has been 
struck with technical difficulties. 
Flooding mine shafts and mechanical 
breakdowns at the mine sites in the 
Sussex/Saint John area have put 
upwards of 750 jobs in jeopardy. 

The forestry industry, responsible 
for producing close to 45 per cent of 
the provincial GDP, is also on less 
than solid ground. While wood 
products continue to do well, weak 
markets for newsprint and slow price 
recovery for pulp have limited 
recovery in this important sector. 

Consumers, already reaping the 
benefits of the Harmonized Sales Tax, 
will soon get additional relief from a 
reduced provincial income tax. This 
will go part way toward rebuilding 
consumer confidence, which has been 
slow to recover in the Atlantic region. 

With several sectors of the 
economy operating at less than 
capacity, provincial payrolls are 
down. Employment fell by 800 jobs 
last year and will only regain lost 
ground this year. 
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Housing market 
recovery slows in 1997 
Homebuyers distracted by the 
implementation of the Harmonized 
Sales Tax this spring are once again 
in a buying mood. 

Real estate agents will maintain 
most of last year’s sales momentum. 


Sales will inch back to the 3,900 level 


from last year’s record-setting 4,023 
before rising to 4,100 in 1998. 
Pent-up demand from move-up 
buyers attracted by low mortgage 
rates will drive sales this year and 
next. 

As For Sale signs begin to 
disappear from front yards this 
summer, prices will continue to rise. 
First-half sales anomalies that led to 


big average price gains will moderate. 


By year end, however, prices will be 
up by over 5 per cent from the 1996 
level. 

While most urban centres in the 
province will experience a decline in 
sales from the previous year, real 
estate agents in Fredericton can 
expect another banner year. Saint 
John will continue to experience 


slower sales until the local job market 


turns around. 


Home buyers looking for an 
existing home in Moncton will take a 
breather this year, as sales ease 
slightly after a record-setting year in 
1996. 


' Construction activity 


will rebuild in 1998 


Although residential construction is 
expected to improve this fall, it will 
not be enough to push the number of 
starts ahead of last year’s level of 
2,722. Next year, as the economy 
begins to generate more jobs, housing 
starts will reach 2,900. The 
improvement will be driven by 
growing demand for home ownership 
units. Strategies to lure first-time 
buyers into the new homes market 
will lose their draw as fewer young 
people enter the market. Contractors 
planning to build smaller homes 
while maintaining the quality of 
energy efficiency and environmental 
sensitivity will do well with the 
growing number of move-down 
buyers. 

In Moncton and Fredericton, 
builders will fill more orders for new 
homes in both 1997 and 1998. Higher 
prices and fewer options in the 
existing home market will encourage 
more buyers to consider new homes. 

Construction activity in the Saint 
John market will contract this year 
before turning around in 1998. The 
expected return of some workers to 


Key Provincial Indicators 
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the now idle drydocks later this year 
will set the stage for a recovery in the 
housing market in the Port City area. 


Rental market will 
remain soft 

Vacancy rates vary in New 
Brunswick’s urban centres. The 
average fall vacancy rate of 6.7 per 
cent for all centres has remained 
unchanged for the last three years. 
Out-migration of the unemployed and 
a strong first-time homebuyers 
market have kept the vacancy rate 
from declining to a more balanced 
level. 

A fall 1996 vacancy rate of 3 per 
cent in Fredericton, however, will 
continue to encourage more rental 
development in the Capital city area. 
In Moncton, annual production of 
multiple units will ease from its level 
of close to 300 units. As landlords 
and developers adjust to the 
oversupply in the rental market, more 
multi-family homeownership units 
will be built. 

Demand for rental 
accommodations in the Saint John 
market will remain soft for at least the 
next year. As the job market rebuilds 
over the next 18 months and 
previously discouraged workers begin 
returning home, vacancy rates will 
begin to decline. @ 
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(F) Forecast by CMHC. 
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PROVINCIAL HOUSING OUTLOOKS 


Quebec 


by Kim-Anh Lam 


Highlights 


# Resale market to remain 
vigorous 


= New construction encouraged 
by improved economy and 
job picture 


# A larger share of activity in 
large urban centres in ‘97 
and ‘98 


During the second quarter of this 
year, construction was more active 
than in 1996, though starts were not 
up from the preceding quarter, 
remaining near 25,800 units at a 
seasonally adjusted annual rate. Still, 
the total for the first six months of 
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1997 is 13 per cent higher than for the 
same period last year. 

The mainstay of residential 
construction was detached, 
semi-detached and row units, which 
were 10 per cent higher in the second 
quarter of 1997 than last year. There 
was a 21 per cent increase in starts in 
large centres, while rural regions 
suffered a drop of 4 per cent. 

The resale market maintained a 
good rhythm, even compared to the 
record high of 1996. MLS 
transactions were 19 per cent higher 
this year than in the second quarter of 
1996. The market is still dominated 
by first-time buyers. There is a large 
stock of houses for sale, and many 
more sellers than buyers, except in a 
few privileged regions. 

The current buyer’s market is 
gradually trending towards a more 
balanced market. The average unit 
resale price has begun to increase 
slightly and reached the $100,000 
level for the first time in two years 
during the second quarter of 1997. 


1997-98 Outlook 


A rise of nearly 10 per cent in the 
Consumer Confidence Index this 
quarter shows that increased real 
estate activity in Quebec is based on 
renewed consumer confidence. 
According to the most recent 
Conference Board of Canada study, 
more than 57 per cent of consumers 
are again ready to buy durable goods, 
such as houses and cars. 
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Consumer optimism is based 
partly on relatively stable, low 
interest rates and partly on an 
employment market that is 
performing very well by recent 
standards. During the first six months 
of this year, Quebec’s economy 
created 21,500 more net jobs than last 
year. Manufacturing industries, 
sustained by exports and increased 
consumer sales, led the way, 
especially with full time jobs. 

Recent data show little change in 
international and interprovincial 
migration trends. In the first quarter 
of this year, Quebec’s population 
increased by 1,754, compared with 
20,877 in Ontario and 9,321 in British 
Columbia. Job creation in Quebec 


Consumer confidence hits 
7-year high 
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should encourage more 
interprovincial migration and limit 
the departure of Quebecers searching 
for jobs elsewhere in Canada. 


Residential 
construction in 1997-98 
will depend on activity 
in large centres 

In a departure from previous years, 
residential construction in Quebec 
will be strongest in large 
centres.Quebec municipalities of 
fewer than 10,000 people, which were 
responsible for nearly 35 per cent of 
residential construction in 1996, have 
accounted for only 23 per cent in 
1997. Increased activity in large 
centres is the result of lower priced 
downtown lots, reduction in 
municipal taxes and some 
modification to zoning to allow 
construction of units for young 
families. 

Starts should increase by 14 per 
cent in 1997 to reach 26,500 units, 
and by another 4 per cent in 1998 to 
27,500 units. The cycle of residential 
construction will thus go through at 
least three years of consecutive 
increases. The upturn in real estate 
markets is explained by the improved 
economy, greater consumer 
confidence and especially low 
mortgage financing costs. The 
performance of Quebec’s economy 
during the second quarter allows for 
more optimism, particularly in light 
of improved employment prospects 
and the expressed desire of young 
families to purchase homes. 
Furthermore, although debt load is 
relatively high in Quebec, low 


interest rates allow households to Jandlords O\ vr two tt thirds ofall plexes. 
contract new loans. . - _ 
Even with a slight increase to ‘This survey, conducted late last summer, contains a wealth of 


3,200 units in 1997 and 3,500 units in 
1998, rental starts will remain low. 
Rental construction in Quebec is 
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mostly initiated by small investors, partnership between Canada» Mortgage ~ cand | Housing 
which explains the importance of the Corpor. ation (CMHC), the Corporation © des pr opriétair es 
Plex market (see box). The small _immobiliers du Quebec (CORPIQ) and the City of Montréal. Over 


number of new rental units will allow 
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the existing market to gradually sell 
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off the surplus accumulated during 
the 1980s. The vacancy rate will fall 
to 5.7 per cent in October 1997 and to 
5.2 per cent in 1998. Lower mortgage 
rates and a slight increase in rents 
(less than 2 per cent) will make real 
estate investments more profitable. 

Finally, construction of 
condominiums will increase 
marginally, by nearly 2,200 units in 
1997 and 2,300 in 1998. Aging 
baby-boomers promise future 
opportunities for the condominium 
market. But this market must still deal 
with a stock of used units which are 
once again being offered for sale. 
Condominiums will gain in 
popularity for the rest of the decade. 

Homes for the elderly are once 
again surfacing as an investment. The 
market regained a certain equilibrium 
in 1996 and a few construction 
projects are expected in Montréal and 
Québec this year and next. 


Residential market 
meets the needs of 
young families 

The residential market has changed to 
meet the needs of young families. 
More than 60 per cent of new 
detached units are sold for less than 
$120,000. Builders will manage to 
offer units in this price range even in 
larger centres. Demand for 


tailor-made houses is slowly 
returning, stimulated by home owners 
who have sold their houses. This 
trend will increase in 1998 because 
the resale market will remain 
dynamic. 

The resale market will continue the 
upward trend that began last year: 
MLS sales are forecast to increase by 
5 per cent this year and by 3 per cent 
in 1998. With a stock of affordably 
priced units, the resale market is 
mostly aimed at first-time buyers. 
More than 70 per cent of houses sold 
go for less than $100,000. The trend 
toward a market more balanced 
between sellers and buyers will 
encourage an increase in real estate 
values of between 3.5 and 4 per cent 
in 1997 and 1998. 


Key Provincial Indicators 


QUEBEC 1996 1997) 1998) 
Real GDP (% Change) 12 2.4 3.0 
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SOURCES: CMHC, Canadian Real Estate Association and Statistics Canada. 


(F) Forecast by CMHC 
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PROVINCIAL HOUSING OUTLOOKS 


Ontario 


by Alex Medow 


Highlights 
Mortgage carrying costs very 
affordable 


Home resales strong, home 
prices move up 


Second quarter new home 
construction pauses 


Faster jobs growth will boost 
housing demand 


Fundamentals suggest home 
starts will grow 


First half of 1997 review 
— strong housing 
activity with a pause in 
the second quarter 
After four consecutive quarters of 
uninterrupted growth, Ontario’s 
housing starts edged down by 6.6 per 
cent in the second quarter to a 
seasonally adjusted annual rate of 
52,200 from 55,900 in the first 
quarter. A retreat in single-detached 
home starts from a spectacular surge 
in the first quarter was responsible for 
most of the decline. Multiple home 
starts also edged down. Despite the 
decline, the second quarter was the 
second strongest home starts quarter 
in five years. Actual housing starts 
were 26 per cent higher than in the 
second quarter of 1996. 

Second quarter home resales are 
down from impressive levels at the 
start of the year. Consumer optimism 


and low mortgage carrying costs 
continue to keep resales high. Home 
resales set a new record last year, and 
performance in the first half of 1997 
is well ahead of the same period last 
year. So is the province’s average 
resale home price. 

First-time home buyers are very 
cost sensitive and tend to purchase 
resale homes, but great affordability 
has allowed more first-time buyers to 
opt for new homes. CMHC’s Ontario 
First Home Loan Insurance statistics 
show that the share of 
five-per-cent-down home buyers 
purchasing new homes has increased 
to one in six in the first part of 1997 
from one in 11 in 1992. 

Ontario’s economic fundamentals 
point to improvements in housing 
demand. Jobs are growing faster. 
Interest rates will edge up only 
slightly and will remain low enough 
to stimulate businesses and 
consumers alike. Ontario’s second 
quarter Index of Consumer Attitudes 
is already at its highest level in over 
eight years and further increases are 
likely along with advances in wages, 
salaries and full-time jobs. 

Numerous other economic 
indicators have turned or are moving 
upwards. Passenger vehicle sales, 
retail sales, shipments of 
manufacturing industries and the 
Help Wanted Index are all climbing. 
Over half of Ontario’s manufacturing 
industries reported rising new order 
levels. 


22 NATIONAL HOUSING OUTLOOK — THIRD QUARTER 1997 


On the supply side, inventories of 
unsold new homes are modest to 
moderate and not likely to cause any 
construction slowdowns. The home 
construction components of New 
Home Price Indexes for major 
metropolitan areas and of new 
Apartment Building Construction 
Price Indexes show that home 
construction costs have started to 
edge up. 


Ontario Migration — 
moderately high levels 
will support housing 
demand 

Demographic pressures on housing 
will remain moderately strong. 
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Provincial housing demand, 
generated by population growth of 
over a million since the beginning of 
the decade, was tempered by severe 
job losses at the beginning of the 
nineties and by slower than usual 
growth since 1992. But now, as the 
pace of economic growth picks up, 
there will be some improvement in 
household formation. 

Migration contributes slightly 
more than half of Ontario’s 
population growth, and this rate will 
increase. Net migration to the 
province dropped by a third in 1996 
as a result of non-resident and 


interprovincial outflows to better 
labour markets elsewhere. 

Net migration to Ontario is 
expected to edge back up to levels on 
the moderately high side. The 
province’s social and ethnic networks 
are very attractive to Canada’s 
newcomers and will keep net 
international migration high. 
Traditionally, Ontario gets slightly 
over half of Canada’s immigrants. In 
addition, significant improvement in 
Ontario’s labour markets will reduce 
the numbers of job seekers leaving 


the province for other parts of Canada. 
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Natural 
Increase Ottawa 


SOURCES: Statistics Canada, Demography Division. 


Maximum rent 
increases set to three 
per cent 


Ontario’s housing minister has 
announced that next year’s 
rent-control guideline, which applies 
to any rent increases between 
January 1, 1998, and December 31, 
1998, will rise to three per cent from 
2.8 per cent this year. Increases above 
the rent-control guideline require 
approval from a rent officer. 

The provincial government is 
considering new legislation that 
would allow landlords to raise rents 
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above the rent-control limit on vacant 
units. The cap would apply again 
once new tenants move in. 


1997-98 Outlook 


Home starts will reach 
five year high 

The rise in new home prices in most 
of Ontario’s major centres set the 
stage for stepped up home 
construction. Total home starts will 
jump by almost 30 per cent, to 55,500 
in 1997 and to 60,000 in 1998. Both 
single and multiple family starts will 
rise aS improved employment 
prospects will encourage individuals 
to form their own households and 
nudge vacancy rates down. 
Inventories of newly constructed 
unsold multiple units are low, so that 
demand for townhomes and 
condominiums will be met with new 
construction. 

Ultimately, the health of existing 
home markets set the stage for new 
construction. Record resale activity in 
most of Ontario’s centres at the end of 
1996 and early 1997 pushed market 
classification indicators such as 
sales-to-new listings ratios well into 
seller’s ranges. They have come down 
since. Sales-to-new listings ratios in 
most Ontario centres are now 
straddling the boundaries between 


Affordable mortgage carrying 
costs coupled with job growth will lift 
this year’s resale numbers above last 
year’s record. Even higher resale 
numbers are anticipated in 1998. 

Migration patterns and population 


“growth will explain a large part of the 


variation in rental vacancy rates 
across Ontario. 

High immigration will keep 
vacancy rates relatively low in 
Toronto and in areas within 
commuting distance from Toronto, 
such as Hamilton, Kitchener and 
Oshawa. Windsor’s job growth will 
keep its vacancy rate low. Higher 
vacancy rates are expected in 
Sudbury and London, followed by 
Thunder Bay and St. Catharines — 
centres that will experience net 
migration losses, slower than average 
population growth or slower than 
average job creation. 

Vacancy rates in Ontario centres 
were relatively high during the latest 
available (October 1996) Rental 
Market survey. Rental construction 
has been on the decline throughout 
the 1990s and has virtually ceased 
since the second half of last year. 
There are several reasons for lower 
rental demand and high vacancy 
rates. First, the province’s younger 


renter population has shrunk — a 
trend that is about to reverse. Second, 
with high youth unemployment, those 
without jobs tended to double up or 
stay with their parents rather than 
rent. Third, with interest rates so low, 
home ownership is competitive with 
higher priced rentals and many 
potential renters have taken the 
plunge into home ownership. Finally, 
the 1995 welfare cuts have taken 
income away from just under a third 
of renter households. @ 


a RBA SSS SP TE IDLE I EE I TT ESE ES SL 


Key Provincial Indicators 


balanced and seller's markets, ONTARIO 1996 1997) 1998) 
running slightly higher in Toronto and Real GDP (% Ch 1 
adjacent centres. These levels suggest ig te Crane) g ie He 
that there will be further home price Employment (% Change) 1.5 1.7 2.2 
increases in the second half of 1997, Unemployment Rate (%) 9.1 8.8 8.5 
but they will be more modest than in . 
H Starts (Unit 

the first half of the year. This year’s cada ameat aie: 
increase in the average annual resale Total ee a Uuey 
price will outpace the general rate of Singles 27019 36000 38000 
siete roughly three times. A Multiples 16043 19500 22000 

t ie W 
ou a ee MLS Sales (Units) 138859 146000 150000 
move-up home purchases will 
account for a part of that increase. Average MLS Price (Dollars) 155576 165500 169000 


Next year’s resale price increase is 
expected to be closer to the general 
rate of inflation. 


SOURCES: CMHC, Canadian Real Estate Association and Statistics Canada. 
(F) Forecast by CMHC 
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PROVINCIAL HOUSING OUTLOOKS 


Manitoba 


by Richard Goatcher and Terry Kozak 


mg Flood damage a net boost 
to economy 


= New home market shows 
optimistic growth 


m Another good year for 
resales 


A strong first half for 
housing 

Manitoba’s housing markets, both 
new and resale, experienced stronger 
demand during the first half of 1997. 
In urban areas, total housing starts 
jumped by 38 per cent thanks to a 
strong recovery in singles 
production in Winnipeg and a 
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healthy pick-up in multiples 
construction. In rural areas, 
production during the second quarter 
slipped by 3 per cent in the 
aftermath of the spring Red River 
flood. However, provincial starts 
between April and June rose 7.8 per 
cent and lifted activity through 
mid-year by 17 per cent. 

Resales enjoyed improved figures 
in the first quarter but demand softened 
in April and May, as people living near 
the Red River concentrated on flood 
containment instead of shopping for 
housing. Average resale prices have 
seen little change this year, in contrast 
to 1996, when buyers shifted toward 
move-up sales. 


1997-98 Outlook 


Manitoba economy 
strong despite flooding 
Despite a record-breaking blizzard 
and the worst flood in over 100 
years, Manitoba’s economy 
continues to gain momentum. Job 
creation has improved since the fall 
and consumers have boosted their 
spending on big-ticket items. Total 
employment growth will average 2.0 
per cent both this year and in 1998, 
but unemployment will remain high 
due to the rise in job seekers. 

The economy will benefit from 
continued expansion in the 
manufacturing sector (aerospace, 
transportation, farm equipment) and 
service industries such as retailing, 
communications and business services. 
The number of call centres in the 


province continues to rapidly expand. 
A planned multi-million dollar 
expansion at the New Flyer Industries 
bus plant at Trascona will create 200 
jobs and increase production by 40 per 
cent. Meanwhile, employment at 
Boeing Canada Technologies 
continues to expand as the parent 
company in Seattle races to keep up 
with strong world demand for airliners. 
In addition, more than $1 billion could 
be spent in Manitoba over the next 
three years if TransCanada Pipelines 
gets approval for a major expansion. 
Changes to Canada’s grain 
transportation system are having major 
effects on Manitoba’s agricultural 
economy. With farmers modifying 
their existing operations by refinancing 
existing debt, buying land and 
livestock and diversifying their 
operations, new loans at the Manitoba 
Agricultural Credit Corporation 
reached the third highest level in the 
company’s 30-year history. A number 
of large inland grain terminals are 
under construction, and major 
expansions of pork processing 
facilities are planned. The port of 
Churchill will get a major boost from 
both and port facility upgrades. 
Increased housing demand and 
tighter markets for industrial and 
warehouse space in Winnipeg will also 
translate into greater construction 
activity. Repairing damage from last 
summer’s hail and this year’s floods in 
near 1,700 homes, as well as 
businesses, farms and infrastructure, 
will result in a substantial boom for 
building products suppliers and 
construction trades. In 1998, 
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Winnipeg’s economy will feel the full 
effects of non-residential spending 
associated with the 1999 
Pan-American games. 

With continued belt-tightening, the 
public sector will not stimulate the 
economy much. Cuts this year will hit 
areas such as health care, social 
assistance, and post-secondary and 
public school funding. Many 
municipalities, financially squeezed by 
higher than average spending on flood 
control, have announced various 
cutbacks to avoid tax increases. 


A better year for both 
new and resale housing 
in ‘97 

On the heels of last year’s 20 per 
cent gain, single-detached starts will 
increase another 11 per cent this 
year. Nowhere will the improvement 
be more dramatic than in the city of 
Winnipeg, where, after two 
successive years of weak activity, a 
stronger economy and growing 
consumer optimism will increase 
home-building volumes 
substantially. 

Production of single-detached units 
in the first six months exceeded our 
expectations in urban areas, with an 
increase of over 48 per cent. This 
spring, inventories were down 
substantially and buyer traffic was up. 
May’s unsold inventory of new singles 
in Winnipeg stood at 151 units, down 
by 42 per cent from the new stock on 
hand in May 1996. Meanwhile, 
absorptions during the first five 
months of the year increased by 47 per 
cent, to 372 units. 

In rural areas, activity slipped 3 per 
cent in the second quarter, tempering 
the increase in mid-year activity across 
the province to 17 per cent. Following 
this year’s advance, total new singles 
will reach 2,150 units in 1998, 
representing a 3.6 per cent gain. 

Multiples production surged in the 
first half, rising by 35 per cent to 374 
units. Much of the activity was in 
Winnipeg, where seniors’ life lease 
high-rises and medium-density 
condominiums dominated the market. 


Vacancies in market rentals remain 
high in Winnipeg, particularly 
downtown. As a result, most of the 
new apartments and townhouses are in 
the suburban districts, where vacancies 
are lower. Total production across 


~ Manitoba should reach 500 units this 


year and climb to 550 in 1998. 

Manitoba’s residential resale 
markets are on track to approach the 
previous peak level set in 1992. Traffic 
was brisk in the early months of 1997, 
but throttled back in April and May 
with concerns about flooding. Unlike 
activity in last year’s Manitoba resale 
market, which did not begin to show 
strength until May, the 1997 
year-to-date total was up 5.6 per cent 
by May. Consequently, the 
improvement in this year’s numbers 
will begin to flatten out as we reach the 
summer months. Sales this year should 
approach 11,350 units, up 3.5 per cent 
from last year’s strong performance. In 
1998, mortgage rate increases and 
slightly higher prices will cause resales 
to drift lower. 

Price increases were muted early 
this year by stronger sales in 
lower-priced units. To the end of May, 
average residential sales prices were 
off slightly, to $85,263. While average 
prices rose by over 4 per cent last year 
thanks to stronger trade-up sales, this 
year prices will advance by only 2 per 
cent to $87,000, with more move-up 
sales in the second half of the year. 


Strong MLS sales in 1997-98 
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Prices will plateau in 1998, reaching 
$88,000. 

Condominium sales on Winnipeg’s 
MLS continue to maintain the 
momentum of 1996. Following a 24 
per cent gain last year, sales advanced 
by another 20 per cent in the first five 
months of 1997. Sales volumes surged 
in the first quarter but backed off with 
the floods in April and May. Average 
resale prices have advanced by four 
per cent, to just shy of $72,000, as a 
result of stronger sales of higher priced 
units in Tuxedo.# 
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Key Provincial Indicators 
MANITOBA 
Real GDP (% Change) 
Employment (% Change) 
Unemployment Rate (%) 
Housing Starts (Units) 

Total 

Singles 

Multiples 
MLS Sales (Units) 
Average MLS Price (Dollars) 
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SOURCES: CMHC, Canadian Real Estate Association and Statistics Canada. 


(F) Forecast by CMHC. 
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PROVINCIAL HOUSING OUTLOOKS 


Saskatchewan 


Highlights | 


Seller’s market continues in 
resales 


Economic prospects 


encouraging 


Wage increases renew 
consumer confidence 


Net population loss expected 


Housing markets 
remain active 

Last year’s strong momentum in 
Saskatchewan’s housing markets has 
been maintained. Although sales of 
existing homes have slipped slightly this 
year, resales are just 2 per cent below the 
record-setting pace of 1996. Continued 
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by Paul Caton and Todd Selby 


low average vacancies have given 
landlords the confidence to increase 
rents for the first time in several years. 
But, with almost half of Saskatchewan’s 
renters able to afford homes, many rental 
households are exploring the option of 
buying. Low mortgage rates, a healthy 
job market and average weekly earnings 
up 8 per cent so far this year have helped 
to raise consumer confidence. These 
factors have contributed to the steady 
demand for housing in the province. 

As demand remained healthy, the 
supply of resale homes had difficulty 
keeping up. Resale listings continued 
their downward trend during the first 
half of 1997, resulting in little choice for 
prospective home buyers and 
contributing to the modest decline in 
existing home sales. Many home owners 
are remaining in their homes and 
exploring renovation as an alternative to 
moving up. This has left many 
subdivisions in the larger centres of the 
province with short supply in the face of 
rising demand. Evidence of seller’s 
market conditions is seen in the 9 per 
cent increase in the average house price. 
Cities such as Regina, Prince Albert, and 
Estevan, where house prices have been 
flat in recent years, are beginning to 
show the same growth that Saskatoon 
has seen. 

Offsetting the decline in resales is the 
continued strong performance of the new 
home market. Last year represented the 
best year for home builders since 1988, 
and construction at mid-year 1997 was 4 
per cent above 1996’s performance. 
Rising resale house prices have 
narrowed the gap between new and 
existing homes, making new homes 
more attractive to the home buyer. More 
importantly, the shortage of resale 


listings has made many home buyers 
look toward the new home market. 
Finally, the upper end of the move-up 
market has been tapped out for a couple 
of years now, and home builders are 
offering more modest homes that are 
attractive to a wider range of the market. 
Although Saskatoon continues to lead 
the province in house construction, it is 
below the pace set in 1996. Rather, the 
growth in housing starts is a result of 
increased activity in Regina, Estevan, 
Prince Albert, Swift Current and Yorkton. 


1997-98 Outlook 


Oil and mining to fuel 
growth 


Resource-based industries will again 
lead growth in 1997 and 1998. In 1996, 
there was almost $3 billion in investment 
proposed or under way in the province. 
So far this year, total planned investment 
has reached $7.3 billion, with $3.7 
billion expected in the oil industry and 
another $1.9 billion in mining. There is 
currently $449 million being invested in 
oil drilling and upgrades around the 
province. A proposed major pipeline 
investment of $2.5 billion is expected to 
begin in 1998. This promises a healthy 
long-term outlook for the provincial 
economy. 

Almost $700 million will be spent 
over the next three years on industrial, 
institutional and residential projects 
around the province. In Regina, Ipsco 
expects to spend $43 million on various 
projects, while in Saskatoon $115 
million is proposed for a particle beam 
accelerator for the University of 
Saskatchewan. On the agricultural front, 
Saskatchewan farmers have seeded a 
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MLS prices going upwards 
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record 33.8 million acres for the 1997 
season. This will lead to a strong 
rebound in realized net farm income, 
which dropped 36 per cent in 1996. 

Notwithstanding the abundance of 
good prospects for the Saskatchewan 
economy, the migration picture is 
forecast to take a turn for the worse. A 
boom in the Alberta economy is 
attracting Saskatchewan residents. 
Preliminary numbers show a net loss of 
1,043 people during the first three 
months of the year. Early indications are 
that increases in international migration 
will only partially offset the outflow to 
Alberta, leading to a net loss of almost 
1,200 people for 1997. With the boom 
expected to continue in Alberta, another 
net loss of 950 people can be expected in 
1998. 


Resale markets to slow 
in ‘97 

After a record year in 1996, the pace of 
sales for existing homes will retreat to a 
still strong 8,175 sales this year. Much of 
the previous pent-up demand was met in 
1996, and real estate business is 
returning to a more steady pace than last 
year’s. Contributing to the decline in 
sales will be the net loss of 1,200 people 
through a reversal in recent migration 
patterns, along with the persistent 


» 


shortage of good quality listings. Many 
home buyers around the province are 
finding out what many real estate agents 
have known for a couple of years now: 
There is not much existing housing for 
sale. 

With demand expected to remain 
healthy and supply forecast to continue 
to fall, seller’s market conditions will 
persist throughout much of the province. 
With many resale markets favouring 
sellers, resale house prices will show 
some healthy gains in 1997 and 1998. 
The average price of homes sold through 
local real estate boards around 
Saskatchewan will top $80,000 this year 
and will reach $82,000 in 1998. Price 
growth for modest homes priced 
between $70,000 and $120,000 will be 
the most significant. There will be an 
acute shortage of listings because homes 
in this range are popular with first- and 
second-time buyers. 


Pace of homebuilding 
to slow 


The shortage of listings on the resale 
market will translate into increased 
opportunities for home builders in 
Saskatchewan. However, new house 
construction will see a modest decline in 
the later stages of 1997, not because of a 
lack of demand, but because labour 
shortages among the trades will make it 
difficult for builders to keep up with 
demand, especially in Saskatoon. Many 
tradespeople have already moved to 
Alberta, where work is currently 
plentiful and wages are growing rapidly, 
and others are considering moving. The 


Key Provincial Indicators 
SASKATCHEWAN 
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Employment (% Change) 
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loss of these workers will mean longer 
delays for completion of a new home 
and an increase in the cost of building as 
wages increase in an effort to keep the 
trades in the province. Although the new 
home market will see fewer starts in 
1997, single family starts will remain 
strong for the remainder of the year and 
come close to maintaining the level 
reached in 1996. 

Much of the forecast decline in house 
construction will come from a modest 
slowdown in condominium activity in 
Saskatoon. A large inventory of newly 
completed condominiums combined 
with several projects currently under 
construction in Saskatoon will limit the 
gains forecast in Regina and some of the 
other smaller centres in Saskatchewan. 


Look for rising rents 
Despite a forecast increase in the 
vacancy rate in Saskatchewan, the rental 
market will remain undersupplied in the 
foreseeable future. Market rents have yet 
to reach the point where developers feel 
comfortable committing to a rental 
project. No new rental stock is forecast 
for 1997 and average vacancy rates in 
Regina and Saskatoon will remain below 
2 per cent. This will lead to another 
round of rent increases this year. Average 
rents showed some modest growth in 
1996, and indications are that average 
rents will grow by at least 2 per cent this 
year and next. With regular rent 
increases expected, look for developers 
to turn their attention to new apartment 
construction in 1998. 
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PROVINCIAL HOUSING OUTLOOKS 


Alberta 


by Elizabeth Woodman and Karla Spilsted 


Highlights 


B Strong job creation and 
migration fuel housing 
demand 


=# Housing starts and MLS sales 
hit 16 year high 


B® Low inventories push prices 
up 


First half of ‘97 exceeds 
expectations 

Alberta’s housing markets brought in a 
strong performance in the first half of 
the year, with MLS sales up 19 per 
cent and housing starts up 55 per cent. 
The latter was the strongest first-half 
performance for new home 
construction since 1983. Although 
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housing demand generally slows 
during the winter, buoyant consumer 
confidence and the lowest mortgage 
rates in 32 years ignited home sales in 
the first quarter. Low mortgage rates 
and affordable house prices attracted 
first-time buyers while solid job 
creation increased demand for higher 
priced homes. Strong in-migration 
from other provinces also stimulated 
housing demand, contributing to active 
real estate markets across the province. 

Existing home sales increased in all 
major markets in the province, and 
Calgary and Edmonton are both on 
track for a record year. In Calgary, the 
ratio of sales-to-active listings has been 
over 35 per cent since January. This 
combination of strong demand and 
reduced listings contributed to a 9 per 
cent hike in single-family prices in the 
first six months. A combination of low 
mortgage rates, an improving economy 
and an abundant supply of affordable 
housing boosted MLS sales 11 per cent 
in Edmonton, setting the stage for an 
all-time high in sales of existing 
homes. Also contributing to stronger 
sales is higher in-migration, in part 
from the second phase of the 
expansion of Canadian Forces Base 
Edmonton, but also due to strong 
employment growth. 

In the first half, 4,201 single-family 
homes were started in Calgary, up 60 
per cent over 1996 and the second-best 
performance of any major city in 
Canada. (Toronto had 6,030 single 
starts.) Construction of multiple-family 
homes reached 1,140 starts during the 
first six months of the year, up 134 per 
cent over 1996. Calgary accounted for 
61 per cent of urban starts in Alberta. 


Although housing starts in 
Edmonton increased by a solid 49 per 
cent, activity was still below the 
average for the past 10 years. 
Construction has been limited by high 
inventories of resale homes, which 
have been declining for the past year, 
but are still only 1,100 units shy of the 
record high set in July 1994. 

Demand for housing is also strong 
in the areas outside Calgary and 
Edmonton. Significant economic 
expansion in Fort McMurray, Grande 
Prairie, Red Deer, Canmore and 
Brooks has increased sales and 
tightened the supply of rental housing. 
Housing starts in smaller centres were 
29 per cent higher in the first half of 
1997 than in the same period last year. 


1997-98 Outlook 


Alberta leading new 
boom 


Alberta’s economy will be one of the 
strongest in the country over the 
forecast period, with growth in real 
GDP of five per cent this year and four 
per cent in 1998. Growth will be broad 
based, with energy, construction and 
manufacturing leading the way. Oil 
and gas continue to dominate the 
economy, with a record level of wells 
drilled this year and only a modestly 
lower level of activity expected next 
year. Exports of natural gas should 
improve considerably as pipeline 
capacity expands. Overshadowing 
conventional oil and gas activity, 
however, is several billion dollars of 
investment in oil sands projects in 
northern Alberta. Several large-scale 
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Alberta leads in interprovincial 
migration 
First quarter 1997 
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projects will hit full stride next year, 
creating a surge in non-residential 
construction and increasing spending 
on equipment and materials. 

Since our last forecast, Mobil and 
Shell have joined the flurry of activity 
in the Fort McMurray oil sands, 
announcing projects worth $1 billion 
each. Plans for pipelines to handle the 
increased production in the Athabasca 
oil sands have finally been set. Husky 
Oil and Alberta Energy will build a 
$400 million heavy oil pipeline while 
Suncor and IPL will begin construction 
this year on a $325 million heavy oil 
pipeline. These new projects are an 
addition to the over $7.8 billion of 
investment already slated to occur over 
the next five years. In the 
petrochemical sector, Amoco Canada 
announced plans to invest $500 million 
on a plant in Joffre, boosting total 
investment in petrochemical plants 
over the next two to three years to over 
$3 billion. 

Growth in average weekly earnings 
and retail sales so far in 1997 indicates 
that consumers will contribute to 
economic expansion over the forecast 
period. During the past several years 
this factor has lagged behind other 
components of the economy. 


Alberta’s powerhouse economic 
performance is creating jobs at a 
breakneck pace. Employment surged 
ahead during the first half of this year, 
posting the biggest six-month 


_ advances ever recorded. Compared to 


last year, there were an estimated 
33,000 more jobs province-wide. The 
buoyant job market is luring 
previously discouraged workers back 
into the labour market and attracting 
new people to the province. Over the 
balance of 1997, employment is 
expected to rise by 50,000 jobs. The 
rate of growth won’t slacken in 1998 - 
a further 55,000 jobs are expected. 

The buoyant job market is attracting 
people from other provinces. The first 
quarter of 1997 saw the highest level 
of migration to the province since 
1981, with migrants moving into 
centres across the province. Migration 
is expected to remain strong over the 
forecast period and to increase demand 
for all types of housing. 


Housing demand 
continues to break 
records 

A 36 per cent improvement in 
residential construction is expected this 
year, to 22,700 units, with strong 
growth in single-family starts and a 
recovery in the multiple-family market 
that will boost multiple starts by 72 per 
cent. Next year, strong demand for 
condominiums and rental housing will 


push multiple-family construction to a 
16-year high of 7,700 units. The 
single-family home market will 
strengthen next year as well, reaching 
a forecast of 17,300, a 17-year high. 
Strong performances in Calgary and 
Edmonton will be echoed in smaller 
centres, where economic growth will 
fuel demand for housing. 

Resale markets will turn in a 
record-breaking performance in 1997. 
Sales volumes will end the year at 
43,000, up 15 per cent over 1996. In 
1998, sales will dip slightly to 42,000 
as reduced listings shift demand 
towards the new home market. Strong 
sales coupled with low inventories of 
listings in most centres will increase 
average Selling price by 5 per cent in 
1997 and 4 per cent in 1998. The 
average price of $124,000 will 
represent a new record.. 

The construction of major projects 
will draw people to the province and 
increase the demand for rental housing 
in Fort McMurray, Brooks, Grande 
Prairie, Canmore and Red Deer. While 
Edmonton’s rental market continues to 
recover, Calgary will see its vacancy 
rate stay below | per cent. Tighter 
conditions in the rental market will 
result in rental increases.™ 
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Key Provincial Indicators 
ALBERTA 
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(F) Forecast by CMHC. 
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| PROVINCIAL HOUSING OUTLOOKS 


British Columbia 


by Ray Toscani and Don Renaud 


m Affordable housing drives 
market 


m Prices show modest 
appreciation 


= Gains expected in all housing 
sectors 


“= Economic momentum will 
carry into 1998 


While lower mortgage rates have 
had a positive effect on the province’s 
housing markets, most of the 
improvement in residential MLS sales 
has been the result of seasonal factors. 
On a seasonally adjusted basis, MLS 
sales declined sharply during the last 
few months of 1996 and the first 
quarter of 1997. Resale activity 
rebounded in April and now appears to 
have levelled off. Resale prices also 
declined throughout the second half of 
1996, as a result of increased activity 
at the lower end of the market and a 
drop in real prices. In the early months 
of 1997, prices have returned to where 
they were a year ago. 

Inventories have been steadily 
declining as mortgage rates remain 
low. This has set the stage for a marked 
improvement in residential 
construction activity around the 
province. However, while the pace of 
onstruction is somehat higher than 
last year, it has yet to demonstrate a 
substantial turnaround. 

Housing starts registered a dismal 
performance in the first quarter, but 


both single-detached units and 
multiples improved dramatically 
during the second quarter, with 8,229 
new starts. 

According to the New House Price 
Index, new house prices have 
stabilized and remained unchanged for 
the past several months. This, coupled 
with a reduction in inventory, indicates 
that some modest price appreciation 
can occur through year end. 


1997-98 Outlook 


Economic growth 
continues 

After a year of little growth, a general 
recovery is expected to take place in 
British Columbia in 1997. New growth 
will come mainly from a turnaround in 
the forestry and manufacturing sectors, 
which are expected to benefit greatly 
from improved forestry product prices. 
Although pulp and newsprint prices 
are currently weak, modest recovery is 
expected for both. 

Domestic demand will remain fairly 
strong as a result of good population 
growth in the province, which will 
translate into higher consumer 
spending. 

Consumer confidence is riding 
high, and the Conference Board’s 
Index of Consumer Attitudes increased 
for the third consecutive survey. The 
percentage of those indicating that they 
think it is a good time to make a major 
purchase, such as a car or a home, was 
the highest level in ten years. 


ee 


A recent rise in retail sales also 
points to a more robust economy. Total 
sales for the first five months of the 
year stand 5 per cent higher than for 
the same period a year ago. 

According to Statistics Canada’s 
survey of private and public 
investment intentions, B.C. is expected 
to increase spending on machinery and 
equipment to the tune of over 7 per 
cent this year. Extremely low vacancy 
rates in the retail and office markets 
will push non-residential construction 
higher this year, while strong tourism 
and low hotel vacancy rates will also 
lead to the construction of more hotel 
space. 


Housing Starts 
BRITISH COLUMBIA 


(units, seasonally adjusted at annual rate) 


35,000 


1996 1997 1998 


WB SINGLES [_] MULTIPLES 


SOURCE: CMHC. 
1997-98 Forecast. 


30,000 | 


25,000 4 


20,000 + 


15,000 


10,000 - 


5,000 


0 


NATIONAL HOUSING OUTLOOK — THIRD QUARTER 1997 31 


Tourism continues to maintain its 
dominance in the B.C. economy. Hotel 
occupancies were up, as were the 
number of international visits to B.C. 
last year. The number of cruise ship 
passengers through Vancouver also 
rose to a record level of over 700,000. 

Job losses in public administration 
and manufacturing were the main 
contributors to the decline in 
employment early in the year. 
However, employment growth for the 
remainder of the year is expected to be 
among the highest in the country. 
Improved performances in the 
province’s primary sectors, combined 
with a recovering construction sector, 
will promote average annual 
employment growth of 2.2 per cent in 
1997 and 1.9 per cent in 1998. 


Resale market to 
remain strong 


Lower prices and a prolonged period 
of low mortgage rates have increased 
sales of existing homes, and MLS 
sales should remain strong for the 
balance of the year. Residential MLS 
sales are forecast to reach 75,000 units 
in 1997, and to rise by a further 4 per 
cent to 78,000 in 1998. Gains are 
expected mostly in the Vancouver 
market. Victoria’s resale market is 
forecast to be unchanged in 1997, 


Housing resales move higher 
BRITISH COLUMBIA 


(units) 


while areas such as Kelowna should 
post modest increases . 

Increased sales and declining 
inventories have left most resale 
markets generally balanced in B.C. 


_ Average residential prices are expected 


to stabilize for the second half of the 
year after a substantial decline in late 
1996 and a prompt turnaround during 
the first half of 1997. 


Construction activity 
poised for turnaround 


Construction will steadily improve in 
B.C. for the next 18 months. Total 
housing starts are expected to increase 
by 7 per cent in 1997 and 8 per cent in 
1998. High consumer confidence, 
steady economic expansion and a 
continued influx of people will help 
propel the province’s housing markets 
forward. 

Buoyed by a healthy condominium 
market in Vancouver, new-home 
construction starts in British Columbia 
will reach 29,600 units in 1997 and 
32,000 units in 1998. Condominium 
construction is expected to lead the 
way for the remainder of 1997, as 
first-time home buyers and move-up 
buyers alike take advantage of low 
mortgage rates. With more than a 
dozen major high-rise projects slated 
for Vancouver’s downtown, activity is 
expected to continue unabated. 

After reduced performance in the 
single-detached market over the past 


Inventory of unoccupied 
apartment condominiums 
declines 

BRITISH COLUMBIA 


(units) 
5,000 


4,500 |— 


4,000 


3,500 


HO 0) a 


2,500 


2,000, =. 
95 96 97 
SOURCE: CMHC. 


two years, land constraints stand in the 
way of major improvement. Higher 
development costs are also taking their 
toll in many areas of the province. 
Affordable housing is taking root in 
many communities in the form of 
small lot subdivisions. Larger homes 
are losing their appeal, particularly for 
foreign buyers, in areas like 
Vancouver’s Westside and West 
Vancouver. # 
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be aie Key Provincial Indicators 

a Raeein BRITISH COLUMBIA 1996 1997) 1998) 

Real GDP (% Change) 1.0 2.9 2.8 

Employment (% Change) Jak Doe Lg 

Unemployment Rate (%) 8.9 8.6 8.7 

— Housing Starts (Units) 

i. Total 27641 29600 32000 

Singles 12447 13520 15500 

Multiples 15194 16000 16500 

3 MLS Sales (Units) 72182 75000 78000 

Ea ee Average MLS Price (Dollars) 218687 220000 223000 


SOURCES: CMHC, Canadian Real Estate Association and Statistics Canada. 
(F) Forecast by CMHC. 


SOURCE: Canadian Real Estate Association. 
1997-98 CMHC forecast. 
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Housing Starts 


Total 
(units and annual per cent change) 


1993 1994 #95 1996 1997) 1998) 


2034 1775 
18.8 -12.7 
554 460 
3165 -17.0 
4059 4220 
-2.6 4.0 
LY22 2600 
18.3 -4.5 
23220 26500 
6.1 14.1 
43062 55500 
RORY? Dee) 
2318 25S 
18.1 Lil 
2438 74M es 
43.2 -13.2 
16665 22705 
19.8 36.2 
27641 29600 
Das el 


168271 155443 154057 110933 124713 *148100 *158800 
Gel -7.6 -0.9 -28.0 12.4 18.8 ee 


SOURCE: CMHC. 
(F) Forecast. 
* Total does not add due to rounding. 
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Housing Starts 


Singles 


(units and annual per cent change) 


92851 
(BS 


Multiples 


{units and annual per cent change) 


660 
-5.8 
pape} 
26.0 
1441 
-43.9 
919 
28.0 
19664 
elaley 
27904 
BME) 
627 
Joel 
385 
126 
4448 
63.9 
19149 
41.4 


SOURCE: CMHC. 
(F) Forecast. 
* Total does not add due to rounding. 


85099 
-8.3 


846 
28.2 
185 
-17.0 
1156 
-19.8 
1158 
26.0 
16879 
-14.2 
18900 
-32.3 
S51 
-12.1 
538 
oo. 
Silt 
14.9 
25020 
30.7 
70344 
-6.7 
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89509 
Be 


788 
-6.9 
215 
16.2 
1390 
20.2 
656 
-43.4 
15740 
-6.7 
16609 
-12.1 
756 
SY AP 
556 
3:3 
5021 
-1.8 
220k7 
-8.8 
64548 
-8.2 


64425 
-28.0 


547 
-30.6 
58 
-73.0 
1128 
-18.8 
578 
-11.9 
8457 
-46.3 
15694 
-5.5 
ee) 
-47.2 
361 
-35.1 
3810 
-24.1 
15476 
-32.2 
46508 
-27.9 


77996 
Pa esa 


639 
16.8 
124 
We: 
781 
-30.8 
549 
-5.0 
8402 
-0.7 
16043 
Dp, 
443 
11.0 
826 
128.8 
3716 
-2.5 
15194 
-1.8 
46717 
0.4 


1997) 
1250 
-10.4 
380 
-11.6 
3400 
37 
2100 
34 
16512 
11.4 
36000 
33.2 
2075 
10.7 
1540 
-4.5 
16305 
25.9 
13520 
8.6 
*93 100 
19.4 


1997) 


*55000 
sea 


1998) 
iS 
10.0 
400 
Se 
3400 
0.0 
2300 
95 
17300 
4.8 
38000 
5.6 
2150 
3.6 
1415 
-8.1 
17200 
ane. 
15500 
14.6 
*99000 
6.3 


1998) 


*59700 
8.5 


Housing Starts 


Multiples, by Area and Tenure 
(units) 


Centres 10,000 Population and Over 


Rental/Co-op Total Total Other 
Private Assisted Rental Other* 10,000+ Areas 


46717 
**55000 
*= 59700 


SOURCE: CMHC. 
1996 Actual. 1997-98 Forecast. 

* Includes homeowner and unclassified units. 
** Total does not add due to rounding. 
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Housing Starts 


Total New House Price Index* 
(annual per cent change) 


1997 1993 1994 Joh) 1996 1997) = 1998) 


ST. JOHN’S 
HALIFAX 
SAINT JOHN 
QUEBEC CITY 
MONTREAL 
OTTAWA 
TORONTO 
HAMILTON 
ST. CATHARINES 
KITCHENER 
LONDON 
WINDSOR 


SUDBURY- 
THUNDER BAY 


WINNIPEG 
REGINA 
SASKATOON 
CALGARY 
EDMONTON 
VANCOUVER 
VICTORIA 


CANADA 


SOURCE: Statistics Canada. 
(F) Forecast by CMHC. 
* Includes both house and land components. 
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Total Residential Sales 


(units and annual per cent change) 


1829 
weve 
604 

-20.9 
6958 
19.7 
3550 
8.9 

31946 

14.1 

115260 
9.0 
11383 
19.6 
7829 
20.4 
38545 
12.2 
93564 
10.7 

311468 
11.1 


Average Residential Price 
(dollars and annual per cent change) 


92137 
1.4 
75570 
6.4 
87685 
1.4 
82478 
2.0 
102311 
-0.5 
161364 
-5.7 
80686 
0.3 
68406 
1.0 
113558 
2 
189999 
12.9 
149590 
1.8 


1867 
om | 
654 
8.3 
7180 
Dae 
3483 
-1.9 
31875 
-0.2 
107575 
-6.7 
10546 
-7.4 
pe Mpe) 
-5.8 
37024 
-3.9 
80919 
-13.5 
288498 

-7.4 


91243 
-1.0 
72422 
-4.2 
88965 
bs) 
84951 
3.0 
102447 
0.1 
156403 
-3.1 
81748 
r3 
70698 
3.4 
117085 
3:1 
211992 
11.6 
152914 
7a) 


SOURCE: The Canadian Real Estate Association. 


(F) Forecast by CMHC. 
* Total does not add due to rounding. 


** Excludes Yukon and Northwest Territories. 


1873 
0.3 
ee, 
-8.4 
7140 
-0.6 
3339 
-4.1 
33575 
O25 
116005 
7.8 
10825 
2.6 
7459 
| 
32512 
=A Baap 
75270 
-7.0 
288597 
0.0 


91697 
0.5 
78753 
roe / 
91109 
2.4 
84149 
-0.9 
102242 
-0.2 
160033 
pee 
83761 
sb) 
72738 
ie) 
117336 
0.2 
229514 
8.3 
158309 
a5 


1655 
-11.6 
476 
-20.5 
7019 
-1.7 
3496 
4.7 
29824 
-11.2 
105789 
-8.8 
9749 
-9.9 
7349 
-1.5 
29098 
-10.5 
58082 
-22.8 
BILIST 
-12.5 


89525 
-2.4 
73807 
-6.3 
89788 
-1.4 
83994 
-0.2 
98837 
-3.3 
154537 
-3.4 
81897 
-2.2 
73196 
1.5 
114772 
-2.2 
221860 
-3.3 
150353 
-5.0 


2005 
pA 
750 
57.6 
8372 
19:3 
4023 
Lom 
38031 
A fre 
138859 
me Nes 
10965 
P25 
8689 
18.2 
37485 
28.8 
P2LS2 
24.3 
321361 
2133 


93666 
4.6 
83962 
13.8 
93448 
4.1 
84035 
0.0 
98922 
0.1 
155576 
0.7 
85316 
4.2 
77476 
5.0 
117672 
pa) 
218687 
-1.4 
151049 
0.5 


1997) 
2150 
‘Le 
800 
6.7 
8250 
-1.5 
3900 
-3.1 
39950 
a. 
146000 
onl 
11350 
a5 
8175 
-5.9 
43000 
14.7 
75000 
3,9 
*338600 
5.4 


1997) 
94000 
0.4 
80000 
-4.7 
101000 
8.1 
88750 
5.6 
102900 
4.0 
165500 
6.4 
87000 
p28) 
80500 
39 
124000 
5.4 
220000 
0.6 
*157100 
4.0 


1998) 
pO be! 
5.8 
770 
-3.8 
7200 
-12.7 
4100 
aA 
41250 
3.3 
150000 
2h 
11000 
-3.1 
7640 
-6.5 
42000 
-2.3 
78000 
4.0 
*344200 
ie 


1998) 
95000 
Lot 
82000 
pis 
103000 
2.0 
88250 
-0.6 
106500 
=a) 
169000 
onl 
88000 
131 
82000 
Le 
129000 
4.0 
223000 
1.4 
*161300 
zat 
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Vacancy Rate 


Apartment Structures of Three Units & Over 
Privately Initiated, by Metropolitan Area 
(per cent) 


*Number of 
Units 1993 1997) = 1998 (F) 


CALGARY 47509 
CHICOUTIMI- 

JONQUIERE Styl 
EDMONTON 64547 
HALIFAX 32946 
HAMILTON 43134 
KITCHENER 25828 
LONDON 39191 
MONTREAL 452911 
OSHAWA 11090 
OTTAWA 60157 
HULL 18469 
QUEBEC CITY 72072 
REGINA 12039 
ST. CATHARINES- 

NIAGARA 16703 
SAINT JOHN 7586 
ST. JOHN’S 4794 
SASKATOON 17551 
SHERBROOKE 23521 
SUDBURY 10885 
THUNDER BAY 5266 
TORONTO 298167 
TROIS-RIVIERES 16092 

“VANCOUVER 107121 
VICTORIA 24425 
WINDSOR 14740 
WINNIPEG 54922 


CANADA** 1489837 


SOURCE: CMHC. 
(F) Forecast. 
* Total number of units in October 1996. 
** Weighted average of Metropolitan areas surveyed. 
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Labour Markets 


Employment 
(annual per cent change) 


1993 1994 1995 1996 1997) 1998(F) 


Unemployment Rate 
(per cent) 


1994 1995 1996 1997) 1998() 


SOURCE: Statistics Canada. 
(F) Forecast by CMHC. 
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Demographics 


Total Net Migration* 
(number of persons) 


1993 


-910 
605 
2479 
-436 
32866 
98211 
-1657 
-4422 
15570 
78712 


221018 184593 


SOURCE: Statistics Canada. 
(F) Forecast by CMHC. 


136691 


-6027 
803 
DI22 
-195 
18450 
114315 
945 
167 
18342 
77800 


pisAd Oe 


156366 


* Sum of the interprovincial migration, international migration, non-permanent residents and returning Canadians. 


** Excludes Yukon and Northwest Territories. 
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1997) 


197905 


-5500 
350 
2800 
-800 
25000 
103000 
1200 
-950 
27500 
58500 


211100 


Major Housing Indicators 


Seasonally adjusted at annual rates 
(levels and quarterly percentage change) 


New housing 
Building permits, units, thousands 
% 


Housing starts, total, thousands 
% 
Housing starts, singles, thousands 
% 
Housing starts, multiples, thousands 
% 


Housing completions, total, thousands 
% 


New house price index, 1986=100 
% 


Existing housing 


MLS resales, units, thousands 
% 


MLS average resale price, $C thousands 
% 


Mortgage market 


Mortgages outstanding, $C billions 
% 
Mortgage approvals, $C billions 


% 


l-year mortgage rate, per cent* 
5-year mortgage rate, per cent* 


Residential investment** 


Total, $1986 billions 
% 
New, $1986 billions 
% 
Alterations, $1986 billions 
% 
Transfer costs, $1986 billions 
% 


Deflator, 1986=100 
% 


URCES: CMHC. Statistics Canada, Bank of Canada, The Canadian Real Estate Association. 


« Figures not available. 


* All indicators are seasonally adjusted except 1- and 5-year mortgage rates. 
* Residential investment includes outlays for new permanent housing, conversion costs, the cost of alterations and improvements, supplementary costs, and transfer costs. 
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Renovation 
Market 
Outlook 


For further national information call the Market Analysis Centre: 


Gilles Proulx 

Ali Manouchehri 
Michel Laurence 
Gary MacDonald 
Louis Trottier 
Greg Goy 


— Director and Chief Economist 

— Senior Economist, Capital Markets 
— Senior Economist, Housing Analysis 
— Senior Economist 

— Economist 

— Manager, Local Markets Analysis 


For further provincial information please contact: 


Brian Martin 
Darrin Keough 
Ralph Freeze 
Todd Selby 
Bruce Read 
Kim-Anh Lam 
Alex Medow 
Terry Kozak 
Paul Caton 
Richard Goatcher 
Ray Toscani 


Newfoundland 
Newfoundland 
Prince Edward Island 
Nova Scotia 
New Brunswick 
Quebec 

Ontario 
Manitoba 
Saskatchewan 
Alberta 

British Columbia 


CMHC Market Analysis national publications include: 


e National Housing Outlook (quarterly ) — $66 annual subscription* 
Each fourth quarter issue includes a special renovation markets supplement 


¢ Canadian Housing Markets (quarterly) — $44 annual subscription* 


e Mortgage Market Trends (quarterly) — $44 annual subscription* 


CMHC Statistical Services and Publications include: 


(613) 748-2574 
(613) 748-2506 
(613) 748-2737 
(613) 748-2359 
(613) 748-2552 
(613) 748-2582 


(709) 772-4034 
(709) 772-2096 
(902) 566-7467 
(902) 426-8465 
(506) 452-3818 
(514) 283-3846 
(416) 495-2000 
(204) 983-5648 
(306) 975-4897 
(403) 482-8729 
(604) 737-4096 


e Fax/Mail Service for Statistical Tables — customized service, cost depends on client request. Call 1-800-668-2642 for 


details. 


e Canadian Housing Statistics (annual) — $50* 


e Housing Information Monthly (monthly) — $20 per issue, $200 annual subscription* 


e Monthly Housing Statistics (monthly) — $48 annual subscription* 


* Plus GST 


To subscribe in Canada, call 1-800-668-2642, fax 1-800-245-9274; outside Canada, call 1-613-748-2003, fax 
1-613-748-2016, or mail your order form to CMHC, P.O. Box 35005, STN BRM B, Toronto, ON M7Y 6E5. 

To receive your subscription over the Internet, contact the Canadian Housing Markets Online Service (CHMOS) at 
1-888-246-6763 or visit our “House Page” at http://www.chmos-sd-mloc.ceds.com. CMHC Statistical publications are not 


available on CHMOS. 


Please contact the market analyst in the CMHC branch nearest you or the Market Analysis Centre for information on 


CMHC’s local reports listed below: 


e Housing Market Outlooks for all major metropolitan areas (semi-annual and three times/year in some areas) 


e Rental Market Survey Reports for all major metropolitan areas (annual) 


e Local Market Housing Reports (monthly/quarterly) 


Market Analysis Centre 


Canada Mortgage and Housing Corporation 


700 Montreal Road 
Ottawa, Ontario 

KIA OP7 

Tel. No: (613) 748-2295 
Fax No: (613) 748-2156 


Cette publication est aussi disponible en frangais sous le titre Perspectives nationales du marché de I’ habitation — 


N° de catalogue : NHOSF. 
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New housing continues 
to trend upward 

The number of housing starts rose in 
the third quarter but remained below 
the first quarter peak. The underlying 
trend in new construction is upward, 
but the picture is blurred by special 
events. These included tax changes 
early in the year in the Atlantic prov- 
inces, in Nova Scotia in particular, 
which stimulated construction that 
would normally have taken place in 
the second and third quarters. If not 
for these special events, second and 
third quarter activity would certainly 
have been higher than in the first 
quarter and the upward trend would 
have been much clearer. 

On a seasonally adjusted annual 
rate basis (SAAR), construction 
amounted to 148,700 housing units 
during the third quarter, compared to 
145,400 during the second quarter. 
The increase was concentrated in 
single-detached units, where new 
construction rose to 94,100 from 
91,000. Multiple unit construction 
maintained its second quarter pace, at 
54,600 compared to 54,400. Increased 


Starts continue to trend up... 
_.» Sales slip in third quarter 
Housing Starts and Residential MLS* 
Sales — Canada 


(thousands of units, SAAR) 


Housing starts MLS Sales 


SOURCES: CMHC; Canadian Real Estate Association. 
* Multiple Listing Service (MLS) is a registered 
-ertification mark owned by the Canadian Real Estate 
\ssociation. 


activity reflected favourable market 
conditions for home buyers. Many 
housing market indicators, particu- 
larly employment and mortgage rates, 
helped support the current positive 
trend. Specific preferences varied by 
region: the largest advances were for 
row housing in Quebec, semi- 
detached construction in Ontario and 
B.C., and apartments in Alberta. 

Sales through the Multiple Listing 
Service fell for the third consecutive 
quarter, to 323,700 transactions, or 
1.5 per cent lower than in the second 
quarter. The reduction resulted from 
fewer property listings in some urban 
centres. Pent-up demand for existing 
homes, which fueled sales in late 
1996 and early this year, also 
dropped off. 

Diverging trends in MLS activity 
and new home construction were 
reflected in prices. MLS prices fell 
1.1 per cent from the previous quarter 
while the New House Price Index was 
essentially unchanged. 

Tight management of inventories 
remains the order of the day for build- 
ers. Total inventory of newly com- 
pleted and unoccupied units shrank 
again in the third quarter, to 12,400 
units on a seasonally adjusted basis, 
the lowest level since 1988. At the 
current pace, if there are no new units 
started or under construction, invento- 
ries of single and semi-detached units 
will be absorbed within a month, and 
row and apartment units will be 
siphoned off within two months. As a 
result, any uptick in demand will 
translate quickly into more housing 
starts. 


1997-98 Outlook 


Job creation in 1997 
will boost housing 
demand in 1998 


Economic indicators point to stronger 
and more widely based economic 
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Job creation to gain momentum 


(Job creation, thousands of persons) 


300 


94 95 


SOURCE: Statistics Canada. 
1997-98 CMHC Forecast. 


growth this year and next. The econ- 
omy is no longer relying exclusively 
on exports for expansion. In fact, 
consumer spending and business 
investment have shown renewed 
growth. This faster pace of the 
economy is clearly reflected in 
employment trends. 

Job creation has been strong, with 
280,000 new jobs between February 
and October. Prospects are for further 
gains for both adults and youths. 
With a greater proportion of full-time 
jobs, income generation and spending 
power will advance more sharply. 
The next stage of housing market 
expansion will be based on this 
improved job market. 

Consumer confidence is a key 
factor behind housing demand. The 
most recent Survey of Consumer 
Attitudes from the Conference Board 
of Canada shows confidence up for 
the sixth consecutive quarter, to its 
highest level of the decade. Consum- 
ers believe that this is a good time to 
make a major purchase, and more of 
them are beginning to take advantage 
of the opportunity. 

In addition to the economy’s 
momentum, mortgage rates will also 


Mortgage rates to remain low 


(in %) 


1-Year 3-Year 5-Year 


SOURCE: Bank of Canada; 1997-98 CMHC forecast 


play a key role. Mortgage rates are 
low by historical standards, and five- 
year rates in particular are at their 
lowest level in forty years. These 
support spending and investment in 
housing. 

Short-term rates are expected to 
rise modestly from their current levels 
over the next six months. The one- 
year mortgage rate is expected to 
remain in the 5.50-6.00 per cent range 
for the rest of this year, and to inch up 
to 6.00-6.25 per cent in 1998 in 
response to rising short-term interest 
rates. The rise will be driven by 
broadly based domestic economic 
growth, negative spreads between 
Canadian and U.S. real short-term 
interest rates, and the need to prop up 
the Canadian dollar. 

Long-term rates are likely to 
follow short-term rates upward, but to 
rise more moderately. The three-year 
rate is forecast to be in the 6.50-6.75 
per cent range by December of 1997 
and to remain at that level through 
1998. The five-year rate will be 
around 6.75-7.25 per cent over the 
remainder of this year and next. 


Housing starts to 
climb back above the 
160,000 unit mark 


Housing starts are expected to 
improve strongly, to 148,600 units 
this year and 162,400 in 1998. Gains 
next year will be the result of this 
year’s strong job growth. Construc- 
tion of multiples will increase faster 
than singles. First-time buyer units 
will continue to do well, but increas- 
ing confidence and home prices will 
bring more move-up buyers into the 
market. A rising population of young 
adults with improved job prospects 
may also improve the rental market. 
Overall, construction will fall within 
the lower range of what demographics 
alone would suggest. 

Single-detached starts are expected 
to rise by 20.6 per cent this year to 
94,100 units, with a further gain to 
102,100 next year. The market for 
single-detached homes is benefiting 
from improved affordability and very 
lean inventories. As well, the very 
active resale market is positive on 
two grounds: first, there is some 
move-up activity from sellers in the 
existing market; second, higher 
prices and limited supply in some 
markets are making new homes 
more attractive. 

Multiple-unit construction will 
increase by 16.7 per cent this year to 
54,500 units, with a further increase 
to 60,300 units next year. Units in 
higher demand will be primarily those 
targeted for home owners, either first- 
time buyers or move-down buyers. 
Rental apartment construction is 
expected to drop further this year 
before recovering somewhat in 1998. 

MLS sales should remain strong 
thanks to low mortgage rates, higher 
employment and excellent market 
conditions. Resales are expected to 
reach an all-time record of 336,000 
transactions this year and to increase 
by an additional 2.9 per cent to 
345,800 transactions in 1998. 
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Price increases will be moderate. 
The average sale price is expected to 
be up 3.1 per cent this year to 
$155,700, reflecting both mix 
changes and price increases. The 
average is expected to be stable in the 
high-priced British Columbia market 
and up by more than five per cent in 
four provinces (Saskatchewan, 
Ontario, Alberta and Quebec). For 
next year, the average price is 
forecast to rise by 2.6 per cent. 


Alberta and Ontario 
remain market leaders 


Strong economies and tight 
inventories will ensure the greatest 
increase in new construction in 
Alberta and Ontario next year, by 
15.5 per cent in Alberta and 11.4 per 
cent in Ontario. Gains in resale 
activity and price advances in these 
two provinces will be among the most 
impressive in the country. Home 
building will also rise significantly in 
British Columbia, with starts up by 
5.5 per cent in 1998. A delayed but 
significant recovery in construction is 
expected in Quebec, with starts rising 
by 7.4 per cent next year.™ 


Home building next year best 
since 1992 
Housing starts by type — Canada 
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PROVINCIAL HOUSING OUTLOOKS 


Newfoundland 


Residential construction 
on the mend in 1998 


Residential construction in urban 
centres of the province resumed 
growth during the third quarter 
following substantial declines in the 
spring. In contrast, starts in rural 
areas remained depressed, as thou- 
sands continued to leave the prov- 
ince’s outlying communities in search 
of employment. In total, provincial 
housing starts during the third quarter 
fell 11.6 per cent from last year’s 
levels. Demand for single-detached 
homes has shown some strength in ur- 
ban centres so far this year, reflecting 
gradually improving consumer confi- 
dence and the lowest mortgage rates 
in decades. With two-apartment starts 
approaching their lowest level on 
record and vacancy rates continuing 
to climb, multiple-unit construction 
has been hard hit. Overall, provincial 
housing starts declined by 13.6 per in 
the first nine months of the year. 
Increased activity in the fourth 
quarter of 1996 in anticipation of the 
Harmonized Sales Tax (HST) will not 
be repeated this year. At 1,775 units, 
new home construction will end the 
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year at its second lowest level since 
1965. 

Following three quarters of double 
digit growth, the resale market came 
back down to earth, recording a more 
sustainable 3.5 per cent increase 
during the summer months. Supported 
by the strong first half, MLS sales 
throughout the province were up 13.8 
per cent to the end of September. 
Sales activity is expected to follow 
recent trends during the remainder of 
1997, resulting in annual gains of 
around 7.0 per cent. Despite this 
healthy performance, average house 
prices will decline modestly, largely 
due to a substantial increase in sales 
of lower priced condominiums in the 
St. John’s region. 

Employment growth, low mortgage 
rates and reduced migration from the 
province will set the stage for more 
widespread improvement in housing 
demand next year. Although weak- 
ness in rural areas will remain a drag 
on provincial housing starts, we are 
still forecasting a 4.0 per cent 
increase on the basis of continued 
strength in urban centres. The resale 
market will register similar gains, 
with MLS sales expected to edge up 
to 2,225 units. The rental market will 
also benefit from improved economic 
conditions and stock reductions stem- 
ming from an expanding condo con- 
version market. The vacancy rate in 
the St. John’s region is forecast to fall 
for the first time since late 1994. 


Prince Edward Island 


Resales take off; new 
home builders poised to 
follow 


While the opening of Confederation 
Bridge has brought the expected 
increase in tourist traffic and spend- 
ing, the direct impact on housing has 
been minimal. However, good borrow- 
ing conditions and a market which 
favours buyers has led to a banner 
year for resale home purchases. An 
increase of over 25 per cent is within 
reach. Record high listings have 
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peaked and are beginning to come 
down. The potential exists for a 
balanced resale market in 1998, the 
first in seven years. 

Builders of new homes have not 
shared the good fortune of the resale 
market. The number of new homes 
has declined by almost as much as 
resales have increased. However, the 
current strength of the market for 
existing homes will reduce the supply 
and, along with a mild boost from the 
move-up market, will revive demand 
for new homes in 1998. Total starts 
are expected to fall to 450 units in 
1997 but recover to 490 units in 
1998 with more single-detached 
construction. 


Nova Scotia 


Housing markets to slow 
in ‘97 and ‘98 

Notwithstanding a strong economy 
that is forecast to remain healthy to at 
least the end of 1998, Nova Scotia’s 
housing markets will remain soft. A 
softening in demand from first-time 
buyers will mean a retreat from the 
record level of resale activity seen 
last year. However, the return of 
move-up buyers will drive up average 
prices and yield little change in the 
total value of homes sold. Although 
sales will drop by 1.5 per cent this 
year, the prominence of move-up 
buyers will ensure that the average 
price of a home sold through local 
real estate associations around the 
province will top $97,500 this year 
and $103,000 in 1998. 

A 14 per cent drop in residential 
construction in the third quarter 
followed a weak second quarter, and 
starts will be hard pressed to match 
the pace set last year. Low mortgage 
rates and marketing targeted at older 
segments of the population have 
given developers in Halifax the 
confidence to continue building. This 
will result in a forecast 21 per cent in- 
crease in multiple family construction 


for this year. Demand for new single 
family homes is on the decline and 
will come almost exclusively from 
move-up buyers, as first-time buyer 
demand was tapped out earlier in the 
year. 

As a result, new home construction 
will slow to 4,000 units this year and 
3,815 units in 1998. 


New Brunswick 


Housing markets await 
expected economic 
recovery 

Jobs remain the issue in New 
Brunswick this year. Employment fell 
off late in 1996 and has been slow to 
recover. The much talked about $600 
million dollar highway project and 
the containership contract at the Saint 
John drydocks that were expected to 
generate many new jobs this summer 
never got under way. The good news 
is that they will both add to an im- 
proving economy next year. 

MLS sales soared 8.5 per cent in 
dollar value during the second quar- 
ter, but eased back in the third quarter 
to show growth of only 1.3 per cent. 
By year end, sales will reach the 
3,900 mark, a decline of 3.1 per cent 
from last year’s record-setting level. 
Winter 1998 sales will remain slow; 
however, a recovering spring job mar- 
ket and attractive mortgage rates will 
lead to a strong summer season for 
real estate agents around the province. 

Home builders who have been deal- 
ing with the spin-offs from the newly 
adopted Harmonized Sales Tax have 
seen their work orders decline. Single 
family housing starts, which rose 26 
per cent to 2,173 last year, will inch 
down to the 2,100 mark this year. 
Housing starts in the home ownership 
market will recover to 2,300 in 1998. 
The new construction market will 
pick up during the second half of next 
year as new home buyers begin to 
feel more secure about their jobs. 
Continuing high vacancy rates will 
discourage some developers from 
building rental units in the year 
ahead. The 550 multiple-family units 


forecast to be built this year will de- 
cline to 475 in 1998. 


Quebec 


Recovery continues 

Fuelled by strong renewed consumer 
confidence, the real estate turnaround 
continued in the third quarter. The per- 
formance was particularly remarkable 
in resales, which maintained their 
accelerated pace with the help of low 
interest rates and an improved labour 
market. The volume of MLS sales for 
the first nine months of 1997 was 

16.7 per cent higher than last year’s 
level, while the average price of trans- 
actions showed a more significant 
increase following several years 

of stability. 

In 1997, the resale market should 
reach an unprecedented level of 
42,000 transactions, a 10.4 per cent 
rise over last year. The upward trend 
should continue next year, but with a 
slower rate of growth.The 44,000 
transactions expected in 1998 would 
represent a 4.8 per cent gain over this 
year. These increases in volume will 
be accompanied by a hike of 5.1 per 
cent in the average price of transac- 
tions this year and 2.9 per cent 
next year. 

The resurgence of the resale 
market has overflowed onto the new 
home building sector, which posted 
an excellent third quarter as well. 
Housing starts registered an increase 
of 8.5 per cent, reaching 28,000 units 
(SAAR) in the third quarter. This is 
the highest level since the third quar- 
ter of 1994 and the fourth consecutive 
quarterly rise. Both single-family and 
multiple housing contributed to these 
good results. 

A good performance in new 
construction should raise the level of 
housing starts to 27,000 units in 1997 
and to 29,000 units in 1998. The rise 
in residential construction in 1998 
will be largely in single-detached 
homes, where the move-up buyers are 
giving new life to sales of more 
expensive homes. 
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Housing Starts 
Quebec and Ontario 
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Ontario 


Fundamentals suggest 
higher home starts 

Bolstered by low mortgage costs and 
a stronger economy, single-detached 
and multiple family home starts 
moved up in the third quarter. Hous- 
ing starts reached their second strong- 
est level in five years, and so far this 
year are running 29 per cent ahead of 
the first three quarters of last year. 
The increases have been in ownership 
homes: singles, condominiums, and 
freehold row and semi-detached 
homes. Rental starts have been 
extremely low. 

Supply and demand fundamentals 
point to further increases in residen- 
tial construction. On the demand side, 
mortgage costs will remain very 
affordable, job growth is strong, 
wages and salaries are expected to 
grow and so is consumer confidence. 
On the supply side, inventories of 
completed and unoccupied units are 
moderate to low and not likely to 
cause construction slowdowns. 

Housing starts will jump by 28 per 
cent in 1997, to 55,200, and to 61,500 
in 1998. Single starts will rise the 
most, as low mortgage carrying costs 
allow more potential buyers to 
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Renovation spending boosted by ac 
markets, new construction and i impr 


conditions. 


1997 renovation spending expected te 
cent, Rieti on the des ~ pe 


Even with slowing growth in housing 
momentum will carry 1998 to $23.4 
renovation spending, a solid 6.7 per 


Renovation spending has taken pe 


over new construction. 
ike the rest of the housing 
industry, renovators and 
“emt other suppliers to the renova- 
- tion market are having a good year 
in 1997, and can look forward to 
rising business volumes in 1998. 
Current indications are for 
renovation and repair expenditures 
to increase by 11.4 per cent over 
1996 levels this year, to almost 
$22 billion, and by a further 6.7 
per cent in 1998, to reach $23.4 
billion. This continues the strong 
_ run for renovation and repair since 
the second half of last year which 


lifted total 1996 spending by 9.4 
m per cent. 


Increased resale activity 
leads to renovation and 
repair spending 

In 1997, the home renovation 
market is profiting from the solid 


recovery experienced by the resale 
market across the country. The 
number of homes sold through 
MLS* jumped nearly 27.3 per cent 
in 1996 to slightly more than 
321,000 units. Growth in resales is 


continuing in 1997, with sales 
expected to rise 4.5 per cent 
to a new record of 336,000 
transactions. 

Resale activity is an indication 
of increased repair and renovation 
spending for a number of reasons: 

@ Sellers typically spruce up 
their homes to make them 
more attractive to buyers. 

@ Many new owners undertake 
repairs and maintenance 
before and immediately after 
they move in. 

@ Some owners find ways to 
alter and improve their homes 
in the early years of owner- 
ship, as they settle in and suit 
the homes to their own needs 
and preferences. 


* Multiple Listing Service (MLS) is a 


registered certification mark owned by 
the Canadian Real Estate Association. 


Renovation secures its lead over new construction 


($ billions) 


eed, 


as 


20 


| New construction_.-- 


lois 


83 84 85 86 87 88 89 90 91 


92 93 SEN sisy “ley Se Bs. 


Sources: Statistics Canada, 1997-98 CMHC forecast. 


CMHC $°8 SCHL 


Helping to house Canadians 


N 


Major Renovation Indicators, 1994-98 
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Renovations ($ billions) 
(% change) 


New Construction ($ billions) 
(% change) 
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CMHC has found (Renovation 
Market Outlook, 1996-1997) that 
in the first two years of ownership, 
buyers of resale homes spend over 
50 per cent more on renovations 
and repairs than do either buyers 
of newly built homes or owners 
who do not move. The largest 
share of that increased spending is 
through contractors, with buyers 
of existing homes spending twice 
as much on contracts as buyers of 
homes less than four years old. 


Increased new-home sales 
expected to boost 
spending for 
improvements 

Some home improvement markets 
will benefit from strong increases 


in housing starts in 1997 and 1998. 


Starts are expected to be up about 
19.2 per cent to 148,600 for 1997 
and to increase another 9.3 per 
cent to reach 162,400 in 1998. 


Buyers of new homes do not 
need to spend much on repairs, but 
typically spend their renovation 
dollars on improvements which 
may not have been included in the 
house as constructed. Outdoors, 
these include landscaping, decks, 
and paved driveways; indoors, 
they are items like carpeting, 


appliances, and finished 
basements. 


Spending expected to 
grow in 1998 


Total renovation spending is 
expected to reach $22 billion in 
1997, up 11.4 per cent from 1996. 
A further 6.7 per cent increase is 
expected in 1998, to $23.4 billion. 
In contrast, new construction 
spending is expected to be up 24.9 
per cent this year, to $17.6 billion, 
and to increase by another 7.6 per 
cent to almost $19 billion in 1998. 

It is likely that renovation 

expenditures will expand further 
in the short term, for a number of 
reasons: 

@ As indicated above, improve- 
ments in both resale and 
new housing markets will 
boost renovation and repair 
spending. 

@ Low mortgage rates should 
inspire owners to borrow, if 
necessary, in order to 
complete needed repairs and 
planned renovation projects. 

Improved employment and 
income prospects have lifted 
consumer confidence to an 
eight-year high. Consumers 
are willing to spend more on 
big-ticket items. 


Median age of dwellings rising rapidly 
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Renovation builds a 
permanent lead over new 
construction 


Even with new construction much 
improved since the lows of 1995, 
expenditures for new construction 
do not match renovation spending. 
Renovation outlays are expected 
to continue to outpace spending 
for new construction for two main 
reasons. 

First, the average number of 
new housing units needed over the 
next 20 years will remain below 
peak levels of the mid to late 
1980s because of an older and 
slower growing population. This 
will effectively limit total spend- 
ing on new construction. 

Second, the age of the housing 
stock will increase. Older 
dwellings generally need more 
repair and maintenance than newer 
structures, and are typically more 
in need of renovation to remain 
comparable with newer construc- 
tion. Census data on the median 
age of dwellings, combined with 
demographic projections for house- 
hold formation, suggests that the 
average age will rise steadily. The 
median age of single-detached 
dwellings, stable at about 20 years 
during the 1970s, rose to almost 
26 years in 1996 and is expected 
to be over 38 years by 2016. 

Because of this slower growth 
rate of an aging housing stock, 
renovation spending will continue 
to outpace new construction over 
the longer term. These trends are 
discussed in detail in CMHC’s 
recent report The Long-Term 
Housing Outlook: Household 
Growth in Canada and the 
Provinces, 1991-2016. 


REGIONAL 
PROFILES 


The strength of the renovation 


recovery varies across the country. 


Increases range from a low of 3.0 
per cent in Newfoundland to a 
high of 14 per cent in Alberta for 
1997. Gains will not be as strong 
in 1998, ranging from 2.1 per cent 
in Saskatchewan to 8.6 per cent in 
Ontario. 

Renovation spending will be 
about two thirds larger than new 
construction in Nova Scotia, 
whereas it will be roughly twice 
as large in the other Atlantic 
provinces. 

In Nova Scotia, renovation 
spending will increase at a slower 
5.4 per cent pace in 1998 as home 
resales cool off and disposable 
income growth remains subdued 
in the province. 

P.E.I. is expected to continue 
relatively strong, with a 7.8 per 
cent increase in 1998. Job growth 
is expected to support resale 
activity and related renovation 
spending. 


Renovation spending is 
expected to increase by 4.1 per 
cent in New Brunswick in 1998, 
less than the national average of 
6.7 per cent. The strongest gains 
will be in repairs. 

Newfoundland trails the 
Atlantic region, with expected 
increases of 3.0 per cent in 1997 
and 2.9 per cent next year. 
Although resale activity will move 
up, relatively weak job prospects 
will dampen consumer willingness 
to spend on large renovation 
projects. 

Renovation spending in Quebec 
is expected to be up 5.6 per cent, 
to about $5.8 billion in 1998. A 
stronger resale and new housing 
market will spell particulalry 
large gains in alterations and 
improvements. 

Ontario renovation spending is 
forecast to be up 8.6 per cent in 
1998, to $9.5 billion. The provin- 
cial economy is moving into high 
gear with higher job growth and 
disposable income gains. Much 
improved prices for existing 
homes are also stimulating 
renovation activity. 


Renovation and new construction spending by 


region, 1998 
($ billions) 
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Regional Profile for Spending 


Renovations 


1996 1997 


New Construction 
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Renovation spending in 
Manitoba will remain strong in 
1998, with a 7.2 per cent increase, 
better than the national average. 
Improved job prospects and higher 
consumer confidence will spur 
spending on big renovation items. 

Saskatchewan will trail the 
country with a 2.1 per cent 
increase in renovation spending in 
1998. The volume of transactions 
in the resale market will decline 
and dampen related renovation 
spending. Activity may also be 
limited by a shortage of skilled 
trades people. High income gains 
and low fiinancing costs will still 
maintain growth in renovation. 

There will be a further 7.2 per 
cent increase in renovation 
spending in Alberta in 1998. The 
province’s economy will continue 
to grow at a very fast pace, 
pushing up spending on housing 
and related renovation to 
new highs. 

British Columbia will post a 5.3 
per cent gain in renovation 
expenditures, much the same pace 
as in 1997. Continued job and 
income growth, combined with a 
greater consumer willingness to 
spend on big ticket items, will lift 
renovation activity. 

Only in B.C. and Alberta will 
expenditures on new construction 
exceed those for renovation. This 
is the result of a high rate of new 
construction in those two 
provinces and much newer 
dwelling stock than elsewhere. * 


’ For more information about this — 
forecast, call Gary MacDonald at 
Canada Mortgage and Housing 
Corporation, Market Analysis Centre. 


Tel: (613) 748-2359 


CMHC offers a wide range of 
housing-related information. For 
details, contact your local ge 
CMHC office. LK 
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Canada 


consider a new detached home. 
Multiple starts will move up as 
renters in search of cost-competitive 
ownership homes increase demand for 
town homes and condominiums. 

Home resales are running high, but 
are down from the exceptional levels 
of the beginning of the year. 
Consumer optimism created in an 
environment of strong job creation 
has sustained the demand for resale 
homes. Resale numbers for the first 
three quarters are ahead of the same 
period in 1996 and will end this year 
slightly above last year’s record. 
Even higher resale numbers are 
anticipated in 1998. 

Moderating home supply and 
increased demand has caused home 
prices to rise in most of Ontario’s 
major centres. Resale market classifi- 
cation indicators, such as sales-to- 
new listings ratios, started the year 
very high but have now edged down 
and suggest that further home price 
increases this year will be modest to 
flat. In most Ontario centres, sales-to- 
new listings ratios are straddling the 
boundary between seller’s and bal- 
anced markets — running slightly 
higher in Toronto and adjacent 
centres and lower in Sudbury and 
London. Average annual resale price 
growth will outpace the general rate 
of inflation by roughly three times in 
1997. Price increases will be due in 
part to a slight shift to more expen- 
sive move-up home purchases. Next 
year’s average resale price increase is 
expected to be closer to the general 
rate of inflation. 


Manitoba 


Housing markets benefit 
from buoyant economy 


Manitoba’s housing markets have 
benefited from provincial economic 
growth. The strong provincial econ- 
omy, which grew at almost twice the 
national rate in 1996, has continued 
this year with above-average rates of 
growth in job creation, retail trade, 
manufacturing shipments and farm 
cash receipts. Employment was up a 


sharp 2.9 per cent in the first nine 
months of 1997. Full-time jobs 
accounted for 90 per cent of this 
year’s growth. 

According to Statistics Canada, 
private investment spending in 
Manitoba is expected to rise 9.7 per 
cent for a sixth consecutive annual 
increase. Much of this strength is due 
to continuing gains in manufacturing 
investment, which will rise 29 per 
cent this year. Interprovincial out- 
migration declined for the seventh 
consecutive year in 1996 to the lowest 
level since 1984. This represents the 
most consistent improvement in 
Manitoba’s balance on interprovincial 
migration in at least three decades 
and provides a good indication of 
Manitoba’s improving economic 
performance. 

Brisk resales have spurred a turn- 
around in new construction this year, 
with total housing starts in urban 
centres up 53 per cent in the third 
quarter of 1997. Overall starts across 
the province are up 22 per cent up to 
the end of September and are well 
within reach of the forecast market of 
2,675 units. While single-family starts 
command the lion’s share of new 
activity, multiple starts have 
rebounded thanks to construction of 
Senior Life-Lease rental projects and 
low density condominium units. 
Resale volumes across the province 
between July and September matched 
last year’s third quarter production, 
pushing year-to-date activity up 3.8 
per cent. Low mortgage rates, teamed 
with an upbeat labour market, have 
fueled first-time buyer sales this year. 
First Home Loan Insurance (FHLI) 
volumes throughout Manitoba are up 
21 per cent to the end of September. 
On the other end of the spectrum, 
optimistic consumer sentiment has 
kick-started move-up buyer activity 
and spelled good news for the home 
building industry in Manitoba. 


Housing Starts 
Manitoba and Saskatchewan 
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SOURCE: CMHC. 
1997-98 Forecast. 


Saskatchewan 


Job growth, shortage of 
supply stimulate active 
markets 


Saskatchewan is experiencing its 
second year of strong job growth. 
Economic expansion is creating new 
jobs in natural resources, manufactur- 
ing, finance, insurance, real estate and 
the service sector. All components of 
the economy have grown except for 
government spending. Exports and 
business investment have been par- 
ticularly strong. Predictably, average 
weekly earnings have increased. This 
has led to increasing consumer confi- 
dence and spending, and encouraged 
new household formation. 
Saskatchewan housing markets 
will be characterized by short supply, 
steady demand and rising prices and 
rents in 1998. Rising rents inspired by 
low vacancies will continue to moti- 
vate modest-income families to con- 
sider home ownership. However, 
because rent increases will not be 
sufficient to prevent landlords from 
converting their rental property to 
condominiums, the rental supply will 
continue to decline. The inventory of 
modestly priced existing homes has 
fallen to the lowest level on record, 
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raising resale prices and stimulating 
housing construction. Population data 
from Saskatchewan Health suggests 
young families are leaving the cities 
to seek lower-priced land and taxes in 
communities surrounding the major 
centres. Builders and developers 
advise that subtrades are difficult to 
find in this active market, slowing 
housing production to some extent. 

New home building in the province 
is set to decline moderately to 2,375 
units this year and rise to 2,545 units 
next year. 


Alberta 


Housing surge led by 
multiples 


A rapidly expanding economy, strong 
in-migration and surging consumer 
optimism have combined to bolster 
housing demand in Alberta in 1997. 
Total starts increased by 27 per cent 
in the third quarter over the same 
period in 1996 and, after nine months, 
were 44 per cent ahead of last year’s 
tally. While single-detached starts 
have improved province-wide, multi- 
ples have led the surge in residential 
construction, increasing 53 per cent 
for the year to date. In urban centres, 
strong demand for condominium 
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apartments has boosted multiples by a 
wider margin than in rural areas this 
year. Sales in the existing market are 
on a record-setting pace, up by almost 
20 per cent to the end of August. 
Increased purchases of move-up 
homes and seller’s market conditions 
in some centres have boosted prices 
this year in the resale market. 

Total housing activity in Alberta 
will reach 23,550 units in 1997 and 
climb another 15.5 per cent to 27,200 
next year. Tighter supplies of new 
homes, rising consumer confidence 
and a growing economy will encour- 
age increased production in 1998. 
However, shortages of labour and 
increased material costs will boost 
prices. These higher prices, combined 
with an up-tick in mortgage rates in 
1998, will have negative effects on 
carrying costs and will slow demand 
growth. 

Meanwhile, falling inventories in 
the resale market will encourage more 
buyers to consider new homes. 
Seller’s market conditions will 
produce another year of strong resale 
price gains but affordability concerns 
will begin to limit demand. Driven by 
an active labour market and a grow- 
ing population, sales in the existing 
market are set for yet another record- 
breaking year. In 1998, MLS activity 
will edge out this year’s performance 
by 1,000 units, for a total of 45,000 
sales. Lower vacancy rates will 
increase interest in the construction of 
multiple units for rent. Demand for 
new condominiums will remain 
strong, particularly in Calgary, where 
rising prices for new singles are 
boosting sales of more affordable 
higher-density units. 


British Columbia 


Decline in interprovincial 
migration holds back 
housing recovery 

Declining unemployment rates in 
Alberta and Ontario are reducing the 
number of people moving to B.C. 
This has had mixed results for hous- 
ing in the province: while mortgage 
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rates are lower, new construction 
activity is slower than anticipated. 
Housing starts are expected to rise by 
over 5 per cent from 28,900 in 1997 
to 30,500 units next year. Estimates 
have been adjusted downward from 
previous forecasts to account for the 
weaker than expected growth. 

Single-family starts are running 
slightly ahead of last year’s pace. A 
general recovery in this market 
segment has been slow, largely 
because of escalating development 
cost charges and higher land assem- 
bly costs in many communities. 
Reduced inventories and rising sales 
will translate into increased single- 
family activity in 1998. 

Construction of apartment 
condominium units will continue 
unabated, as high levels of pre-sales 
in Vancouver prompt further develop- 
ment, particularly in the entry-level 
market. Reductions in levels of 
complete and unoccupied units have 
also paved the way for some higher- 
end prod ucts in niche markets. Prices 
for apartment condominiums have 
firmed somewhat over the past six 
months and will continue to increase 
modestly over the next year. 

Although housing sales have 
improved from the first quarter, 
seasonally adjusted activity has been 
relatively flat for the past few months. 
Annual sales will finish the year 
virtually unchanged from 1996, 
improving by 4.0 per cent in 1998. 
One explanation for the lacklustre 
sales performance this year could be 
the fact that many first-time home 
buyers, aided by the First Home Loan 
Insurance Program, purchased a home 
when mortgage rates declined in 
1996. This would have alleviated 
pent-up demand and reduced demand 
this year. As a result, prices have 
softened over the last several months 
but are expected to resume a slow 
upward trend in 1998.m 


Housing Starts 


Total 
(units and annual per cent change) 


| 1992 1993 1994 1995 1996 1997(F) 1998() 


1775 
-12.7 
450 
-18.8 
4000 
-1.5 
2650 
-2.6 
27000 
16.3 
55200 
SEP! 
2675 
15.4 
245 
-2.6 
Za50) 
41.3 
28900 
4.6 


168271 155443 154057 110933 124713 *148600 *162400 
ah -7.6 -0.9 -28.0 12.4 Loe Shp 


SOURCE: CMHC. 
(F) Forecast. 
* Total does not add due to rounding. 
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Housing Starts 


Singles 
(units and annual per cent change) 


1997) 1998) 


85099; 89509 64425 77996 *94100 *102100 
-8.3 ao -28.0 2 20.6 8.5 


Multiples 
(units and annual per cent change) 


1997) 1998) 

660 846 788 
258 282 -6.9 
OO 185 215 
26.0 217.0 16.2 
1441 1156 1390 
-43.9 -19.8 20.2 
919 1158 656 
28.0 26.0 -43.4 
19664 16879 15740 
Sa -14.2 67 
27904 18900 16609 
5.3 323 BIA 
627 551 756 
Wed Fi Qed 372 
385 538 556 
72.6 39.7 3.3 
4448 5111 5021 
63.9 14.9 eis 
19149 25020 22817 
41.4 30.7 2658 

75420 70344 64548 46508 46717 *54500 *60300 

8.3 =6.7 3 iS) 0.4 16.7 10.6 


SOURCE: CMHC. 
(F) Forecast. 
* Total does not add due to rounding. 
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Total Residential Sales 
(units and annual per cent change) 


1998) 
1829 1867 1873 1655 2005 2150 2225 
-3.3 Dol 03 -11.6 244 ee bie 
604 654 399 476 750 950 850 
-20.9 8.3 -8.4 -20.5 57.6 26.7 -10.5 
6958 7180 7140 7019 8372 8250 7800 
19.7 Oi. -0.6 -1.7 193 -1.5 -5.5 
3550 3483 Beye) 3496 4023 3900 4100 
8.9 -1.9 -4.1 4.7 15et -3.1 Sat 
31946 31875 soo 29824 38031 42000 44000 
14.1 -0.2 nes) -11.2 Pa 10.4 4.8 
115260 107575 116005 105789 138859 143000 148000 
9.0 -6.7 7.8 -8.8 3133 3.0 35 
11383 10546 10825 9749 10965 11350 11000 
19.6 -7.4 2.0 -9.9 125 35 -3.1 
7829 7315 7459 7349 8689 8370 7815 
20.4 -5.8 ‘ig -1.5 18.2 -3.7 -6.6 
38545 37024 SP PIV! 29098 37485 44000 45000 
122 -3.9 -12.2 -10.5 28.8 17.4 25 
93564 80919 75270 58082 72182 72000 75000 
AOR -13.5 -7.0 -22.8 24.3 -0.3 4.2 
311468 288498 288597 22531 321361 *336000 *345800 
1 eg -7.4 0.0 -12.5 Neo 4.5 29 


Average Residential Price 
(dollars and annual per cent change) 


1997) 1998) 

92137 91243 91697 89525 93666 93000 93500 
1.4 “IG 0.5 iA 4.6 50.7 0.5 
75570 72422 78753 73807 83962 86000 86000 
6.4 =4.2 Sef -6.3 13.8 2.4 0.0 
87685 88965 91109 89788 93448 97500 103000 
1.4 15 2.4 -14 4.1 4.3 5.6 
82478 84951 84149 83994 84035 87700 88000 
2.0 3.0 -0.9 “0.2 0.0 4.4 0.3 
102311 102447 102242 98837 98922 104000 107000 
e05 0.1 0.2 E33 0.1 Bul 2.9 
161364 156403 160033 154537 155576 164500 169000 
A | 2.3 534 0.7 57 on 
80686 81748 83761 81897 85316 87000 88000 
0.3 1.3 25 2 4.2 2.0 eg 
68406 70698 72738 73796 77476 84500 86000 
1.0 3.4 2.9 1.5 5.0 9.1 1.8 
113558 117085 117336 114772 117672 124200 130400 
1.9 3.1 Oo 2919) a5 5:5 5.0 
189999 211992 229514 221860 218687 220000 221000 
12.9 11.6 8.3 2353 4 0.6 0.5 
149590 152914 158309 150353 151049 *155700 *159800 
is 20 3.5 =5.0 0.5 a4 2.6 


SOURCE: The Canadian Real Estate Association. 
(F) Forecast by CMHC. 

* Total does not add due to rounding. 
** Excludes Yukon and Northwest Territories. 
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Major Housing Indicators 


Seasonally adjusted at annual rates 
(levels and quarterly percentage change) 


New housing 


Building permits, units, thousands 161.4 
%o 6.1 
Housing starts, total, thousands 148.7 
% 24 
Housing starts, singles, thousands 94.1 
% 3.4 
Housing starts, multiples, thousands 54.6 
% 0.4 
Housing completions, total, thousands 137 
% -10.0 
New house price index, 1986=100 13224 
% -0.1 
Existing housing 
MLS resales, units, thousands 3234 
% -1.5 
MLS average resale price, $C thousands 1554 
% -1.1 
Mortgage market 
Mortgages outstanding, $C billions 
%o 
Mortgage approvals, $C billions 
(a) 
1-year mortgage rate, per cent* 5.65 
5-year mortgage rate, per cent* 6.95 


Residential investment** 


Total, $1986 billions 
% 
New, $1986 billions 
% 
Alterations, $1986 billions 
% 
Transfer costs, $1986 billions 
% 


Deflator, 1986=100 
% 


SOURCES: CMHC. Statistics Canada, Bank of Canada, The Canadian Real Estate Association. 
.. Figures not available. 
* All indicators are seasonally adjusted except 1- and 5-year mortgage rates. 
** Residential investment includes outlays for new permanent housing, conversion costs, the cost of alterations and improvements, supplementary costs, and transfer costs. 
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RENTAL MARKET REPORT ond FASTfax 


Rental Market Report 


Get the latest information and trends on: 
% vacancy rates %, turnover rates 
% average rents % rate and rent changes 


at the sub-market level for buildings with three or more units. 


RENTAL MARKET REPORT 


This annual report analyses the supply of housing on the market 
and reports on housing starts and completions by 
tenure. 


Get ahead of your competition! ee 
VACANCY. tv cena 


Subscribe to FASTfax and you will get survey 
results at the end of November, three to five 
weeks before the RENTAL MARKET REPORT is 


released at the end of December. 


To order RENTAL MARKET REPORT and 
FASTfax products call: 


In Canada 1-800-668-2642 os css = 
International orders (613) 748-2003 


We accept VISA, MasterCard or American Express cards. 


-Many market analysis publications are now available on the Internet 
through the Canadian Housing Markets Online Service (CHMOS). Find out how 
to use this timely service by calling 1-888-246-6763. 


FD122Y1000 


Afford Ability. 


THE SOFTWARE BRIDGE TO BRING YOU HOME 


Our software builds educated clients! 


You can use it to build business! 


Canada Mortgage and Housing Corporation (CMHC) has an exciting new software 
product that gives potential home buyers the chance to calculate all of their down 
payment, mortgage and renovation options. 


Afford Abilit V® is a Windows-based, PC-compatible program with an infinite 
variety of home financing options to help you and your clients. 


¥ Calculates how much house a family can afford. 


Y Tells how much income is needed to buy a 
home at any given price. 


¥ Tells how much mortgage can be purchased 
for the cost of rent. 


v Adjusts mortgage payments to suit different 
amortization periods. 


Y Figures in all the expenses of closing. 

¥ Simulates all options for mortgage renewal. ; 

¥ Shows home owners how large a renovation 
loan they can afford. 

Y Spells out the implications of all financing and 
amortization possibilities. 


HOME FINANCING SOFTWARE 
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RENEW YOUR MORTGAGE 


AffordAbilit y® lets home owners and prospective home owners know all their 
options — and it’s the first software program to incorporate the new lending criteria now 
being used across Canada. With its help features, everybody can use this program at 
their own pace to understand any home financing situation. 


Imagine how Afford Ability® could help you build long-term relationships with 
your clients! They’ll thank you for offering them the services of a personal, 24-hour-a-day 
loan officer. 


Afford Ai ity® costs only $29.95 (plus taxes and shipping). 
To order, call 1-800-668-2642. 


www.cmhc-schl.gc.ca/afford 
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